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HAVE YOU HEARD 


that...a new survey by a 
trade magazine estimates 
4% of all the families on 
your line will buy a Silex 
Glass Coffee Maker next 
year... and 


Silex Glass Coffee Maker 
you put on your line 
adds 
an average of 87 KWH 
to your load 
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Push <n €& MK and watch your load climb 


THE SILEX COMPANY ... DEPT. U.. . HARTFORD, CONN. 


Creators of the Glass Coffee Maker Industry 
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active folders on this 
gilator will be fur- 
hed free, at your re- 
t, for distribution to 
trade. Write for 

fg and price list on 
Burner Units for 
Appliances, Conver- 
urners for Furnaces 

t Boilers, and Regu- 
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BARBER GAS 


The Outstanding 
Regulator Value 
for Your 
Customers 


L. you paid three times as much 
for a Pressure Regulator, it 
couldn’t be built better than a Barber. Exacting workman- 
ship and fine materials have made Barber famous for fault- 


ee ee 


Key] 


less performance. Every precaution has been taken to make 
Barber Regulator the dependable, sensitive device you must 
have for satisfactory service. No wonder Gas Companies 
the country over recommend it without hesitation! 


Notice the attractive styling of Barber Regulators, in 
keeping with modern heating equipment design. All bronze 
body, brass working parts, phosphor bronze springs, highest 
grade sheepskin diaphragm. Tested for operation within a 
range of 3/10 pressure drop. A regulator which gives faith- 
ful service, in terms of economy and safety, worth many 


times its cost. 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


sure REGULATORS 


ber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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ELECTRIC POWER AND WATER 
COMPANIES 


and other Public Utility Companies interested in bill 





printing and addressing are invited to send for these 


case stories— 


A POST-CARD BILLING SYSTEM 
FOR A WATER COMPANY 


and 


TWO-COLOR BILL PRINTING 
FOR AN ELECTRIC POWER COMPANY 


Requesting this systems material carries no obligation. 


Just address: 


Systems Department 


THE ELLIOTT ADDRESSING MACHINE COMPANY 


157 ALBANY STREET 
CAMBRIDGE, MASS. 
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D ESPITE a few ruffled feelings and emotional 
hangovers from the last general election, 
there undoubtedly is a firm place in our Amer- 
ican way of life for the scientific survey of 
public opinion. Try and imagine, if you can, 
a modern election being held without benefit 
of the advance excitement provided by Dr. 
George Gallup, his confreres, and competitors. 


SucH a supposition would mean going back 
to the old days when millions of people had 
to fill out or throw in the wastebasket postal 
cards sent to them by the late lamented Liter- 
ary Digest. And professional politicians would 
have to go back to the tedious and expensive 
task of having district workers ring neighbor- 
hood doorbells and dispense huge quantities 
of hard candy and insufferable cigars in order 
to get a working picture of the political pros- 
pect. 


But strange though it may seem to the 
casual reader, the scientific sampling type of 
opinion survey is becoming even more help- 
ful and indispensable to the routine operations 
of industrial enterprise than to the transient 
skirmishes of political conflict. Furthermore, 
industrial surveys of this character seem more 





EDWARD G, BENSON 


An independent survey by outside experts is 
the only safe diagnosis of utility customer 
relations. 


(SEE Pace 847) 
DEC. 19, 1940 


‘A 
HERBERT COREY 





Is the American farmer in line to get two utility 


services for the price of one? 
(SEE Pace 839) 


tolerant of the statistical frailties of even the 
best conducted poll. 


For example, it matters not that the political 
poll directors remind their readers about the 
necessity for making an allowance for a2 per 
cent or 4 per cent margin of error. The politi- 
cally minded public continues to damn or praise 
the poll on the basis of that inexorable shade 
of difference between 50.01 per cent and 49.99 
per cent which might decide, with immutable 
finality, election to the high office of Presi- 
dent, governor, dog catcher, or what not. 


But an industrial organization, honestly at- 
tempting to find out how its customers feel 
about rates, service, appliance saturation, and 
so forth, can take a 4 per cent margin of error 
in easy stride. Furthermore, by continuously 
checking up, it can pretty accurately determine 
the trend of its public relations and other fac- 
tors. It is in this quantitative sense as dis- 
tinguished from the qualitative sense that the 
scientific opinion survey probably finds its 
fullest flower of accomplishment. 
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i this issue we give you a discussion of so- 
called “customer opinion surveys” designed 
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RILEY STEAM GENERATING UNIT 


Installed in the plant of 


A Large Texas Utility 
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ble 
esi- 250,000 Pounds of Steam per hour. 975 lbs. Steam 
Pressure. 910° F. Steam Temperature. 





at- Riley Boiler, Superheater, Steam Temperature Control, 
feel Economizer, Air Heater, Water Walls, Steel Clad 
and Insulated Setting. 
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fac- 


«| RILEY STOKER CORPORATION 


” WORCESTER, MASS. 
BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
8T. Louis CINCINNATI HOUSTON CHICAGO 8T. PAUL KANSAS CITY LOS ANGELES ATLANTA 
a COMPLETE STEAM GENERATING UNITS 
ned 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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exclusively for public utilities by two experi- 
enced hands at the game (page 847). They are 
Epwarp G. BENson, president of Benson & 
Benson, Inc., weil-known public opinion re- 
search gerecrnigy of Princeton, New Jersey, 
and his assistant, Sam H. NortHCRoss. 


FoLLow1nG his graduation from DePauw 
University and the University of Illinois (M. 
A., 27), Mr. BENSON spent nearly a decade 
analyzing utility securities in Wall Street and 
thereafter became chief. statistician for Dr. 
George Gallup’s American Institute of Public 
Opinion for the first few years of its exist- 
ence. Mr. Nortucross was born in Mississippi 
and studied at the universities of Pennsyl- 
vania and North Carolina (B. A., 36). He put 
in some time as a working journalist before 
joining the research staff of Benson & Benson 
in 1939 


¥ 


HE revenue bond was once defined by 
i Be cynical security analyst as “a Creature of 
the Depression, sired by Public Ownership out 
of the Conditional Sales Act.” Historically, the 
device whereby a municipality or other public 
body can acquire property with the understand- 
ing that it is to be paid for out of profits in- 
stead of tax assessments goes back considerably 
further than the depression. 


UNFORTUNATELY for its earlier reputation, 
the revenue bond suffered by reason of its fre- 
quent association with municipalities whose 
credit rating, on the basis of taxing power, was 
otherwise rather questionable. But the Public 
Works Administration, and its inspired wave 
of revenue bond laws which swept through 
many state legislatures during the first New 
Deal, served to rehabilitate the revenue bond 


FERGUS J. MCDIARMID 


The occasional pitfalls of revenue bond financ- 
ing are susceptible to common-sense analysis 


(See Pace 855) 
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EDITORS (Continued) 


to some extent in the eyes of the investment 
community. 


Now, after nearly a decade of practical ex- 
perience, it is a fair question to ask: How 
good is a revenue bond? To answer such a 
sweeping question we have on tap the expert 
services of Fercus J. McD1armMiID, utility se- 
curity analyst of the Lincoln National Life In- 
surance Company of Ft. Wayne, Indiana. Mr. 
McD1armMip, whose previous articles on the 
soundness of utility securities have found much 
favor with our readers, is a graduate of the 
University of Toronto and a Fellow of the 
Actuarial Society of America. His piece on 
the revenue bond is to be found on page 855 
of this issue. 

ye 


hep something out of H. G. Wells or Jules 
Verne is the idea of superimposing rural 
telephone service on the same wires which 
carry rural electric service to the farmer. Our 
Washington correspondent, HErBert Corey, 
in the opening article discusses the intriguing 
possibilities of recent experiments along this 
3 by the Rural Electrification Administra- 
tion. Of course, the reader of this article must 
not jump to the conclusion that the REA farm 
customers are going to be telephoning over 
their power lines today or tomorrow. There 
are many technical hurdles to be overcome, and 
even the optimum result hoped for by the ex- 
perimenters will probably not be particularly 
high-grade phone service. But it’s a great idea 
anyhow. 


» 


Aa the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


THE Federal Power Commission entertained 
an application seekinga determination of status 
and presenting the question whether the appli- 
cants were natural gas companies within the 
meaning of the Natural:Gas Act. (See page 
321.) 


Tue New York commission enumerates and 
deals with the many accounting problems to be 
faced by an international cable and radio cor- 
poration. (See page 331.) 


Tue New York Supreme Court handed 
down a judgment in favor of a gas company 
in a proceeding by: a customer to compel resto- 
ration of gas service denied because of meter 
tampering. (See page 383.) 


We’p like to take this occasion to wish all of 
our readers and friends a very Merry Christ- 
mas. We'll save the Happy New Year greeting - 
until the next issue, which is out January 2nd. 


hae CohitGuee 
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“Mr. Manager, where are our records ?” 


Thousands of American business men are 
annually called upon to answer the question, 
“where are our records?” following a fire. 
43% answer “gone’’—and the business goes 
bankrupt! The remaining 57 % suffer loss of 
credit standing and prodigious headaches! 


A large furniture dealer in California suffer- 
ed a $125,000 fire. Here’s what he says about 
the value of records after a fire: ““My records 
were more valuable than my stock because 
they could not be replaced... The aftermath of 
a fire from the standpoint of office records is 
one of the most discouraging experiences a 
business man can suffer .. . I don’t think I’d 
have the nerve to go through the process of 
reestablishing my files again.” 


SAFE-CABINET 
for 
snifed 208 


BUSINESS RECORDS 


BUFFALO e 


Then take the case of a large drug company 
that just recently lost an $18,000 insurance 
claim because their “proof of loss’”—as re- 
quired in ail fire insurance policies—was 


burned up! 


Mr. Manager, you can take it from the men 
that have gone through a business fire— 
“There is no substitute for ‘point of use’ fire in- 
sulated housings for valuable irreplaceable 
business records.”’ 


And you can take it from the fact “more 
business records are housed in Remington Rand 
Safe-Cabinet ‘point of use’ insulated products 
than any other” that there is no substitute for 
Safe-Cabinet dependability! 


@ WRITE TODAY for a free survey of the fire hazards 
that now surround your vital business records. Don’t 
take chances! Write Remington Rand Inc. Buffalo, N.Y. 


Remington Rand Inc. 


NEW YORK 
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gineering executives purchase equipment on demonstrated performance. That's why en- 





bineers in every conceivable industry purchase Vulcan and the reason why Vulcan was sold 
forty-three states, every Province of Canada, Porto Rico, Territory of Hawaii and eleven 
reign countries during the past year. The following partial list of representative contracts 
pr 1939 demonstrate the popularity of Vulcan among engineers in every type of industry 
ho have taken the time to investigate the reasons for Vulcans rugged dependability. 
any of these contracts are repeat orders, real evidence that Vulcan gives highest satis- 


action. 





Socony Vacuum Oil Co East St. Louis, Mo. Container Corporation of America 


TOW CF AlN ec vicccvcccveccccee Albion, Indiana 
Pairpoint Corporation New Bedford, Mass. 
Charleston Navy Yard Charleston, S. C. 
U. S. Naval Academy Annapolis, Md. 
Metropolitan Life Insurance Co....New York City 
Park Chester Housing Development 

Griesdieck Western Brewery Belleville, Ill. 
Minot Normal School Minot, N. D. 
Southland Paper Mills.... . Lufkin, Texas 
Bethlehem Steel Company ..-Leb . Penna. 
Norfolk Navy Yard. Norfolk, Va. 
Fairmont, Minn. 


Fairmont City Light Co 
Evenson and Levering Company....Camden, N. J. 
Socony Vacuum Oil Company Brooklyn, N. Y. 
City of Bellefontaine Bellefontaine, Ohio 
Gallinger Hospital Washington, D. C. 
Colorado State Agricultural College 





Circlesville, Ohio 
Commodore Perry Housing Project. ..Buffalo, N. Y. 
DeKalb State Teachers College DeKalb, Ill. 
United States Shoe C Norwood, Ohio 
The May Company Cleveland, Ohio 
United States Naval Hospital...San Diego, Calif. 
Frankford Arsenal Philadelphia, Penna. 
Central Park Pumping Station Chi il. 
Virginia Public Service Co H 
Atlas Powder Company 
City of Fairmont Fairmont, Minn. 
Froedtert Grain and Malting Co..Milwaukee, Wis. 
Sonoco Products Company Garwood, N. J. 
Sheridan Brewing Company. ...Sheridan, Wyoming 
City of Fort Collins Fort Collins, Colo. 
Ingenio Riogaila....Buenaventure, Columbia, S. A. 
South Carolina Electric and Gas Co....Parr, S 


Fort Collins, Colo. American Woolen Company Fulton, N. Y. 
Navajo Agency.... Ft. Defiance, Arizona Keystone Public Service Company.Oil City, Penna. 
Victor Chemical Company....Mt. Pleasant, Tenn. Alab Power Company Chickasaw, Ala. 
McChord Field, U. S. Army....Ft. Lewis, Wash. Pennsylvania Power and Light Co. 
B. F. Goodrich Company Clarksville, Tenn. 
Canadian National Railways.Winnipeg, Man., Can. 
Carnation Compny Sherbrooke, Guebec, Can. 
Alexandria Steam Generating Co... Alexandria, Va. 
South Porto Rico Sugar Company 
Santa Domingo, Dom. Rep. 
George Ziegler Company Milwaukee, Wis. 
Atlas Powder Company Stamford, Conn. 
Colorado State Capitol Denver, Colo. 
Hercules Powder Company Hercules, Del. 
U. S. Military Academy West Point, N. Y. 





Harrisburg, Pa. 
Holyoke Gas and Electric Co.....Holyoke, Mass. 
Durkee Famous Foods Chicago, Ill. 
Blanton Company St. Louis, Mo. 
Continental Diamond Fibre Co..Bridgeport, Penna. 
Westinghouse Electric and Manufacturin 


Company, Tim, Ohio 
Libby, McNeill and Libby Chicago, Ill. 
Vanadium Corporation Naturita, Colo. 


Philadelphia Electric Company....Chester, Penna. 





kan Soot Blower Corporation does not 
ild down to a price. Vulcan builds into their 
“rpege thirty-seven years of experience; 
ild by highly skilled engineering and plant 
sonnel of long service, using the highest 
be material that hard exacting service has 
monstrated is the most practical for its 
pose. The result is trouble free, long years 


of service, making unnecessary frequent serv- 
icing—and when service is required, skilled 
field engineers on their rounds, offer it gladly 
to maintain your Vulcan equipment in top 
condition. Ask the Vulcan Sales or Field En- 
gineer WHY Vulcan MUST build into their 
equipment the most rugged, trouble free, 
lowest maintenance you can buy. 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
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Remarkable Remarks 


“There never was in the world two opinions altke.” 
TI t} ld t opinions alike 
—MONTAIGNE 


























“ 





EMMETT F. CoNNELY we Cannot oppose government profligacy with 
President, Investment Bankers one hand if the other is open for easy government 
Association. money.” Fam 


s 










EpirortaL STATEMENT “Imagination was given to man to compensate him §f 
The Wall Street Journal for what he is not, and a sense of humor was provided 
to console him for what he is.” 
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EDITORIAL STATEMENT “When you conscript industry, you conscript labor. 
Industrial News Review. You can’t have conscripted industry and freedom of labor, 
for a strike against government is revolution.” 
eo 
SUMNER T. PIKE “The insatiable appetite of the life insurance com- 
Member, Securities and Exchange panies for bonds may, in addition to being a headache for 
Commission. the investment bankers, turn out to be a real headache 
for American business.” 
we 
SUMNER H. SLICHTER “.. . the point cannot be made too emphatically that 
Professor, Harvard Graduate the success of the national labor relations policy de- 
School of Business Adminis- pends upon the willingness and ability of the unions to do | 
tration. a good job in selecting leaders.” 
ca ‘ 
Myers Y. CooPer “America has the most cumbersome, ridiculous, and 
President, National Conference of antiquated tax system in the world and it could not ; 
Real Estate Taxpayers. stand up for any length of time were it not for the fact 
that we are the richest nation in the world.” ] 
* I 
Puitie D. REED “Government’s fundamental job in relation to busi- 
Chairman of the board, General ness is exactly that of the traffic officer on the busy street I 
Electric Company. corner, to keep the channels of commerce and industry 
free, to encourage their use, and to assure their avail- 
ability to all enterprises, individual or corporate, little 
or big, without discrimination.” 





Ropert M. HANEs “American industry and agriculture, privately owned, 
President, American Bankers privately financed, and privately operated, give employ- 
Association. ment to the workers and savers on whom taxation must 


ultimately rest. The misrepresentation, neglect, or abuse 
of that enterprise or any fundamental threat to its sol- 
vency is as much a barrier to national defense as is the 
philosophy of the totalitarian state.” 


DEC. 19, 1940 12 
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Many executives accustomed to studying cost reduction methods 
al in the factory are beginning to realize that the same fundamental 
> tor 
ache principles can be applied to reducing office costs. For example: 


In the Factory In the Office 


Operations are studied to eliminate 1 Studying the work on each desk 
all possible waste in time and effort. Se eliminates wasteful routines. 


that 
de- 


ro do 


Many operations are combined to Related records can now be produced 
avoid costly rehandling of the work. a2 in a single handling. 


and 
| not 


Employees are shown how to avoid ae 3 Operators can use short-cuts to ob- 
- fact 


unnecessary steps and motions. tain accurate results with less effort. 


Each employee is equipped with the Theright machine for each jobassures 
proper tools or machines for each job. wa * a greater return on office salaries. 


busi- Outmoded machines are quickly re- 5 Modern office machines can effec- 
street placed with modern machines. tively replace outmoded equipment. 
justry 
avail- 


Burroughs will gladly explain the many ideas recently developed 
for reducing office costs. Call your local Burroughs office today. 
BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


little 





wned, .. a 
nploy- 
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‘Burroughs 


1E—WITH LESS EFFORT—AT LESS COST 


is the 
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REMARKABLE REMARKS— (Continued) 


of all reasonable depth. It is quite generally and emo- 
tionally used to describe practically every government 
on earth excepting that of Italy and Germany.” 





few crooked politicians in publicly owned projects. Even- 
tually, the public should have full information on all 
activities no matter where the ownership lies.” 





U. S. Representative from Oregon. 


President, National Association of 








“The term ‘democracy’ has now been broadened out 
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“There are a few crooks in privately owned and a 
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: ; /q 
“Labor knows that there is no room in the labor move- 9) 
ment for the racketeer or the strong-arm man. Goy- . 
ernment is determined to help labor unions clean their 9, 
house of those few persons who have betrayed them.” i 
* 
“In dealing with public utilities privately owned, we 
are not ordinarily dealing with private business freely iG} 






operating on capitalistic principles. We are dealing with 
private financial corporations operating on monopolistic 
principles.” 









¥ 


“We should eliminate from our thinking the notion 
that by merely signing a blank check as the Congress 
has done, drawn upon a bank account that does not exist, 
to finance the defense of America, we have fulfilled the 
duty resting upon us [Congress].” 


¥ 


“The statement is not infrequently heard that Senators 
and ‘Congressmen are merely errand boys to obtain from 
the Federal government funds, contributions, and bene- 
fits to be used to meet obligations of the states, and to 
carry out responsibilities which, under our form of gov- 
ernment, rest exclusively upon them [states].” 


¥ 


“... it is essential, first of all, to agree that the political 
function must be reserved to the political organization 
and the economic function to the economic organization. 
Once it is made clear that in America it is not the pur- 
pose of any responsible leaders to have the government 
absorb the economic function, the greatest source of mis- 
understanding and fear will have been removed.” 


¥ 


“We have no quarrel with a Federal government which 
takes over these functions which cannot be successfully 
carried out by state and local government. But I believe it 
is not only our right, but our duty, to place a restraining 
hand on the grasping arm of a Federal government that 
reaches out to take over those functions which can be and 
are being successfully conducted by state and local gov- 
ernments.” 
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r “...and a happy holiday 
to the lot of you” 


POWER and LiG 
GARAGE 



































with A.C.S.R. on our lines.” 

That’s exactly how experienced operators feel about 
A.C.S.R. On lines, built with these conductors, they find 
that maintenance is a minor item on their cost sheets. 
700,000 miles of A.C.S.R., some of it in service over a 
quarter of a century, have proved its dependability. 

A.C.S.R. conductors have high strength, long life and 
ample conductivity. Spans can be long and first costs 
low, without sacrificing quality. Let us assist you in en- 
gineering your next line; we'll supply you with data on 
any type of construction. ALUMINUM CoMPANY OF AMER- 
Ica, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


is), O (A fe) ” ° ia — a 


gereg) Let “er freeze and blow. We'll be havin’ a real 
holiday. Hurry-up calls are few and far between 
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Customer Usage Data 


© At Lower Cost ein Less Time 
eWith Greater Accuracy 





THE ONE-STEP METHOD 


OF BILL ANALYSIS 


R & §S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a consumption total accumulated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 











@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to a fraction of a cent per item, but have obtained monthly 
or annual bill-frequency tables in a few days instead of weeks and months. 





@ Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal Toronto 
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...it can't be done! 


Stand an egg on end? Preposterous! But Columbus 
was unperturbed. He deftly brought the egg down on the 
table, cracking it slightly at the bottom. The skeptics 
were amazed, for there it stood. {Instinctively, it seems, 
Nordstrom Valve engineers have the knack of doing the 
impossible. Miracle valve accomplishments have been 
attained again and again as a result of Nordstrom in- 
genuity and initiative. For instance: Nordstrom pioneered 
the first successful lubricated plug valve. Nordstrom has 
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built the largest plug valves, (30”). Nordstrom has d 
veloped the only types of valves with lubricants capab 
of operating at temperatures of 1000° F. Nordstro 
brought forth Hypreseal, the only plug valve that ¢ 
take test pressures up to 15,000 Ibs. per square in 
Nordstrom introduced new brittle-resistant alloys f{ 
temperatures of -150°. And again Nordstrom has ca 
precedent aside by Merchroming valve plugs and bodi 
with a continuous hard-facing for use in high temperatu 
service and for corrosive and erosive conditions. T 
“toughest jobs” eventually come to Nordstrom; pri 
enough these valves meet all your needs. 


When it can’t be done N O R D S T R O M does it! 


MERCO NORDSTROM VALVE CO. 


CA Subsidiary of PITTSBURGH EQUITABLE METER CO. 


WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METER 


Branches: 


Main Offices: 400 Lexington Ave.. PITTSBURGH, PENNA. 


New York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland, 
Canadian Licensees: Peacock Bros., Ltd., Montreal. European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, England 


* EMCO Gas Meters * EMCO-McGaughy Integrators «© EMCO Regulators © Pittsburgh Meters fo 


PR) f | CTS Nordstrom Plug Valves * Nordstrom Air, Curb and Meter Cocks * Nordstrom Valve Lubricants * 


« Gasoline, Grease, Oil, Water and other Liquids * Raybould Couplings * Stupakoff Bottom Hole Gauge: 
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OU DON 
WEED CONCRETE 


Transite Conduit retains its true 
form under sustained loads... re- 
quires no concrete envelope under- 
ground or in exposed locations. 
When “‘concreting-in’’ is specified, 
thinner walled, lower priced J-M 
Transite Korduct provides the same 
durability and smooth interior. 
Both types of Transite Ducts are 
light in weight, easily handled. 


ETS 
CAN FORGE? 
YOU =jRROSION 


Smoke, acid fumes, weather or cor- 
rosive soils have little or no effect 
on J-M Transite Ducts. Made of 
asbestos and cement, they will not 
rust, rot or decay. Furthermore, 
Transite Ducts are completely in- 
combustible, do not add to gas 
formation if burnouts occur, and 
have exceptional resistance to flame 
and arc. Maintenance costs are 
practically zero. 


ee OT TT TT LC AT SRE RNR NERS — RD 
oS A oT A. ST A TT Hk A TT 


’CABLE LAYING 


Cables pull easier through Transite 
Ducts. Even after years of service 
their interiors stay smooth; joints 
Temain tight. Cables are readily 
Temoved and replaced. 


For complete facts on Transite 
Conduit and Transite Korduct, let 
us send you Data Sheet Manual 
DS-410. Write to Johns-Manville, : : . JOHNS -MANV1 
22 E. 40th Street, New York, N. Y. a “ee a 
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IT’S EASY FOR UTILITY COMPANIES TO SAVE 
MONEY WITH VARI-TYPER.... 


Compose copy for your bulletins, sales manuals, booklets, catalogs, 
rate schedules, etc. in your own office on the composing Type Writer 
with changeable faces and spaces. Any competent typist after proper 
instruction can Vari-Type your work to stencil, metal plate or photo- 
offset master copy with large savings and improved appearance. 


Write today for new specimen portfolio “How Utility 
Companies Profit with Vari-Typer’ with actual samples 
issued by organizations in the utility field. 


RALPH C. COXHEAD CORPORATION 


Manufacturers of Vari-Typer 


333 Sixth Avenue New York, N. Y. 








Public Utilities Fortnightly—The one, complete information service 
devoted to the policies, practices and status of utilities, as affected by Gov- 
ernment, and allied topics. 

Conducted as an open forum for the frank discussion of both sides of 
controversial utility questions. 

Issued every other Thursday—26 times a year—Annual Subscription $15. 











ONLY WATTHCURS Vowel ADD REVENUE isi 





12,000,000 meters A —, > 
now in service are old and uncompen- - é POE. ’ 
sated. Considerable revenue losses offen : 
result from metering modern appliance 
loads with these pacheaeenedned meters, 

With modern Sangamo Type J Meters, 
however, the loads imposed by today's 
diversified electric appliances aie aehts 
ered accurately —romuling in sl reve 


nue for all load ole: 








PA paTLons when metered with modern m meters 


ils i 





SANGAMO ELECTRIC COMPANY 
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NIAGARA 
GAS FURNACES 


are A.G.A. Approved 


ITH copper chrome cast iron; or . . . Toncan 
iron heat exchangers . . . selection of belt or 
direct drive blowers with two speed control... 
summer winter switch .. . modern casing design 
... low prices ... and A. G. A. approval, Niagara 
Furnaces meet the demands of speculative and 


contract builders, home owners and utilities alike. 


Write for complete information 


The Forest City Foundries Company 
2500 West 27th Street Cleveland, Ohio 
Established in 1890 
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Look up in this new book: 


@ factors influencing adequacy of rates 
methods for determining rate base 
how to provide for depreciation 
and expenses 

income to which utility is entitled 
value of service 

trend in prices 

public policy 

necessity for surplus 

test period for determining rates 
regulation 

electric rates 

gas rates 

water rates 

telephone rates 

street railway rates 

service by the particular utilities 


See these 28 chapters: 
Section | Valuation 
The Rate Base 
Ascertainment of the Rate Base 
Auxiliary Expense Items 
Special Tangible Items 
Intangible Items of Value 
Section II Depreciation 
Nature and Kinds of Depreciation 
Necessity of Providing for Depreciation 
Depreciation Fund or Retirement Re- 
serve 
Accumulation of the Reserve 
Treatment of Accrued Depreciation 
Section Ill Expenses 
General Consideration Regarding 
Expenses 
Operating Expenses 
Section IV Return 
Gross Revenue 
Factors Affecting Reasonableness of 
Return 
Reasonableness of Return as a Whole 
Section V Discrimination 
Discrimination in Rates 
Discrimination in Service 
Section VI Rates 
Regulation of Rates 
Elements Underlying Rate Determina- 


tion 

Electric Rates 

Rates for Other Utilities 
Section VII Service 

General Rules for Service 

Extensions of Service 

Abandonment of Service 

Ownership of Equipment 

Service by Particular Utilities 


Let this new book help you solve 


present-day problems of 


DETERMINING FAIR AND 
PROFITABLE UTILITY RATES 





Here is a timely, important book which compre- 
hensively covers the field of public utility rate de- 
termination, service and discrimination, treating the 
subject from the viewpoint of the engineer and man- 
ager rather than from that of the lawyer or economist. 


Elements of 


UTILITY RATE DETERMINATIO 
By John M. Bryant 


Professor of Electrical Engineering, Univ. of Minnesota 


and Raymond R. Herrmann 
Rate Engineer, Northern State Power Co. 


464 pages, 6x9, $4.50 


F ILLED with usable, factual information, this book thog 
oughly discusses the factors, methods and problems i 
volved in evaluating public utility property and service for th 
purpose of rate-making. In it the authors give the reasons fo 
regulation of utility rates, describe the methods used to ac 
complish such regulation, and outline the practical limitation 
involved. 

In clear, practical terms, it brings you the essentials of val 
ation, depreciation, expense, return, etc., as factors in th 
establishment of proper rates for the various utility service 


ans ~~ 





For illustrative matqy'! 
rial and definitions th 
authors have used n 
merous citations from 
background and kel 
cases decided by com 
missions and _ cour 
andin no instance is al 
material offered whi¢ 


tried and found wor 
able. 





REPORTS, INC. 
WASHINGTON, D. ¢. 
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eague Boots for Your 
port Operations / 


sty routines that lagged now seem to take wings 
b Ditto. It’s the same as hiring extra help, without 
cost! 
cause of new lightning-fast automatic electric 
}new long runs, and new all-over brightness of 
es, the Ditto D-44 is speeding whole opera- 
a—teleasing executives and workers alike for 
m@ important duties. 
ithout type, stencil or ink it makes 300 and more 
ht copies of anything written, typed or drawn 
tate schedules; operating and progress reports; 
ifications, engineering drawings; service, factory 
work orders; forms, and the like . . . 70 copies 
nute, in one to four colors at once, 6c for the 
100, 3c thereafter. Originals can be used repeti- 
excellent for accumulative reports. 
ake your department more effective—get the whole 
of public utility performance on gelatine or 
Ditto duplicators. Use coupon for free idea- 
et “Copies, Their Place in Business.” No obli- 
Dns! 


GS AMAZING SPEED, ACCURACY TO 
PUB ROUTINES 


Get free idea booklet! 


DITTO, Inc. 
2223 W. Harrison St., Chicago, Ill. 
Gentlemen: 


Send me copy of your book, “Copies, * 


Their Place in Business.”” No obligation. 


HW 
fie 


hi ‘ 


= 
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Make Your 
Research Department 
NATION-WIDE IN SCOPE! 


Acting as a supplement to the 
utility’s own research depart- 
ment, E.T.L. stands fully pre- 
pared to test new equipment 
against specifications either at 
the Laboratories, at the factory, 
or in field surveys. 


To do this, E.T.L. maintains a 
corps of specially trained in- 
spectors with testing equipment 
stationed at strategic points over 
the entire country ... ready at 
a moment’s notice to conduct 
tests and give detailed reports 
on new equipment... before 
shipment is made. 


Why not take advantage of 
E.T.L.’s wide experience in the 
testing field . . . and make your 
own research department nation- 
wide in scope? 


Know by Test! 


ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 73th Street 
New York, N. Y. 





This complete manual 


ation 


brings you... 


... written to meet 
needs of the practical ma 


This book gives the electrical man 
self-study material needed to advai 
himself in central station work. 

plain, detailed way, Croft covers 
how and why of the generation, tr, 
mission, and distribution of elec 

energy, including scientific fundamen 
design factors, central station set-up, 


CENTRAL STATION 


By Terrell Croft 


| Consulting Electrical Engineer 


Revised by George H. Hall — 


Third edition, 360 pages, 51/2 © 
x 8, 285 illustrations, $3.00 | 


N THIS BOOK the author %& 

covers in detail all phases | 
of the generation, transmis- | — 
sion, and distribution of elec- | — 
trical energy—maintaining a 
simple treatment throughout, 
easily grasped by the reader 








| of modest mathematical at- 
tainments. 


bbe DIFFERENT TYPES 


of generators are described 


| as well as the different prime 
movers employed, reciprocat- 


ing engines, turbines, inter- 
nal combustion engines, and 
water wheels. Alternating and 
direct-current systems are 


| discussed and compared with 


data for calculation of trans- 


| mission lines for both sys- 


tems. Space is also given to 
the various station accessories 
such as voltage regulators, 
lightning arresters, and other 
protective equipment. 


Send check, money-order 


This edition 
tains the typi 
practical C 
treatme 
throughout, 
includes con 
erable new 
terial relating 
developments 
the field, 
bines, the 
work § sys 
lightning pro 
tive appare 
description 
illustrations ¢ 
number of ¢ 
of voltage r 
lators, etc. 


or cash to 
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MUNSEY BLDG., 


WASHINGTON, D. 
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This is the powerful International Heavy-Duty D-500 Cab-Over-Engine Truck, 18,800 lbs. 


Public Utilities Fortnightly 


THE BEST ALL-'"ROUND 


TRUCK VALUES 
MONEY CAN BUY! 


eee See 









soe note 


gross weight rating, 


wed at Gibson, Ind., by the Indiana Harbor Belt Railroad. 


Join the big family of International 
owners next time you buy trucks—and 
enjoy the performance and economy 
these units will give you over a long 
period of years. 


There’s real satisfaction when Inter- 
nationals are on the job. That’s because 
this organization knows how to build 
tucks for tough work. These trucks 
ae all-truck all the way through, read- 
lly adapted to all types of loads and 
conditions, 





INTERNATIONAL TRUCKS 
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Depend on Internationals for out- 
standing service at lowest possible cost. 
Find out all about the types and sizes 
best suited for your work. The nearby 
International Dealer or Company 
Branch will give you complete informa- 
tion. Sizes from Half-Ton units to 
powerful Six-Wheelers. 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue, Chicago, Illinois 





A fine plant foe’ tine motors 


ELLIOTT 


MOTORS = 


M\ E. Morrow Station "I 
Consumers Power Company 


last November, this fine 
Elliott motors, ranging 
00 hp. These motors § 


are driving such ” essential auxiliaries a5 
pumps for poiler-feed, condenser, circulat- 
d ash sluice service .. + fans for 


ing, an 
forced and induced draft . - - pulverize 


mills, and exhausters. The excellence of 
these installations is in some measure ex 
pressed in the illustrations om these pages 

ant deserves fine motors 


OTT ‘COMPAN 


Electric Power Dept. 
RIDGWAY. PA. 
District Offices in Principal 








Opened officially 
station uses twenty 


. 








ELLIOTT fuilds fine 
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DECEMBER 2 





1 ig of Automotive Engineers will hold winter meeting, Detroit, Mich., Jan. 6—10, 





{ League of Wyoming Municipalities will convene, Cheyenne, Wyo., Jan. 14, 1941. 





TIN t04T. Society of Civil Engineers will hold session, Baltimore, Md., Jan. (e 





qT 7 gga Public Housing Conference will hold session, New York, N. Y., Jan. 24-26, 





Y American Society of ies and Ventilating Engineers will hold convention, Kansas 
City, Mo., Jan. 27-29, 194 





q American peers sf Electrical Engineers will hold winter convention, Philadelphia, 
Pa., Jan. 27-31, 





q Merry Christmas, 19401! 





{ National Society of Professional Engineers ait ae ‘ames meeting with Illinois So- 
ciety of Engineers, Chicago, Ill., Jan. 30-Feb. 1, 1941 





J American Water Works Assoc., New York Section, convenes, New York, N. Y., 1940. 
¥ American Political Science Association opens meeting, Chicago, Iil., 1940. 





bt ama Society for Public Administration opens meeting, Chicago, IIl., ® 
940. 





q Southern Gas Association will meet jointly with AGA cca Southwestern 
regional sales conference, Dallas, Tex., Feb. 10-12, 1941 





—-_ Telephone Association will hold convention, Fort Worth, Tex., Mar. 19-21, 





q New England Gas Association will hold convention, Boston, Mass., Mar. 27, 28, 1941. 





g JANUARY @ 














q Happy New Year, 1941! 
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Elsie Hafner ot Courtesy, Midtown Galleries, New York 


Lunch Hour 


From a Painting by Paul Meltsner 
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Talking over the Power Line 


It is hoped, says the author, that before the end of 

the year the telephone carrier circuit will have 

been so far developed that it will be possible to 
make at least experimental use of it. 


By HERBERT COREY 


turned up her bedside lamp. 
“Operator,” she said sharply. 
“Operator. Call all parties on the 
Farmington line—I have a message 


” 


Bees with sleep Penelope 


That is not as cockeyed as it may 
seem. The day will certainly come— 
it may be almost here—when it will be 
possible to telephone freely over the 
electric power and light line. A few 
inexpensive gadgets may be necessary 
and a special type of telephone instru- 
ment will be called for. There will be 
no duplication of wires and facilities. 
If Father in the electric-lighted barn 
wishes to speak to Mother in the 


kitchen, he need only flip a switch on 
the barn-to-house circuit. 

“Ma,” he might say, “might’s well 
fix some more pancakes for breakfast. 
I just found a tramp in the hay and I’d 
like the poor fellow would have a good 
breakfast before I bust his backside 
out to the road...” 

The idea is not a new one. Experi- 
menters with electricity have been 
working with it for years. What seems 
to be new is that it may be in practical, 
working operation within a year. No 
guaranty is offered with this statement. 
Electricity has an odd way of resisting 
a suitor until he is practically an old 
man and then breaking down and sit- 
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ting in his lap. Another thing that is 
new about it is that the REA and the 
Bell Telephone Company are working 
together on it. My own impression of 
REA had been that it was continually 
whirling around the war post swinging 
a hatchet for the utilities. Certainly it 
had never seemed probable when John 
M. Carmody was administrator that as 
eminent a utility as the Bell Company 
would join forces with the REA. But 
there they are, hand in hand, singing 
a theme song that sounds like “T’ll give 
you everything plus love.” It is very 
strange. 

The writer would be lost if he were 
to attempt to go into the technical de- 
tails of the telephone-on-the-light-wire 
plan, but an oversimplification of it 
might show two separate currents of 
electricity. At the risk of provoking 
indignant protests from all technicians, 
these might be described as an inside 
and an outside current. The inside cur- 
rent carries the power for light and 
heat and motors. The outside one has 
been merely a rider. It goes along but 
it does nothing in return for the 
accommodation. Electricians have 
known all about it, of course, and have 
even made some small use of it. A 
telephone message can be carried over 
power lines from point to point—say 
from Washington to Baltimore—but 
the telephonic capacity would be weak- 
ened if attempts-were made to use lat- 
eral lines at such intervening points 
as Olney and Silver Spring. The 
more laterals the less power. Presently 
there would be no telephonic capacity 
at all, although the inside current—the 
power and light current—would not be 
interfered with. It is this failure which 
the Bell-REA combination hopes to 
cure. 


DEC. 19, 1940 


eo Rew potential significance of these 
facts has been comprehended by 
every experimenter with electricity. It 
would seem at least theoretically pos- 
sible that the present immensely costly 
equipment of purely telephonic wires 
and cables might be dispensed with 
where light and power lines parallel 
telephone cables. In making this state-j 
ment the technical and economic and 
legislative obstacles are for the 
moment being ignored. No considera- 
tion has been given, so far as I know, 
to long line unions of the power and 
telephone currents. No long line power 
circuit exists between points as distan 
as Detroit and Miami, for instance, 
although if Detroit wishes to talk wit 
Miami the connection will be made i 
two minutes by the telephone operator. 
But if a short-line power line could be 
made to carry telephonic signals into 
territory not at present provided wit 
telephones, every one would be happy 

The REA has plenty of territory of 
that kind. The Bell Company has the 
telephone service to the rest of thé 
world. The present idea is to arrangé 
a marriage. 


O NE of the principal schatchens fo 
this proposed matrimonial al 
liance is M. M. Samuels of the REA 
This statement is made without Mr 
Samuels’ knowledge or support and 
others who may have been even mort 
active in the matter need not blam 
him for it. Samuels was an ace expe 
with the Western Electric Compan 
for years, until he acquired enough 0 
this world’s gear to enable him to go tt 
the REA to work with his idea. Whil 
he was with the WE he sat one da 
with the superintendent of a smal 
power company in upstate New York 
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The telephone rang. The superintend- 
ent seized his hat and looked at his 
watch and leaped. Mr. Samuels is an 
inquisitive person and leaped with him. 
They rattled desperately over country 
roads in the superintendent’s Ford to 
an isolated chicken farm. The superin- 
tendent did not stop to turn off the 
Ford but ran hell-bent for the incuba- 
tor house, where he did what was 
necessary to start the electric heaters 
again. 

“Half a minute to the good,” he 
gasped looking again at his watch. 

He had a contract with the incuba- 
tor man to get the current going with- 
ina certain number of minutes from 
his receipt of the trouble call. If he 
failed he paid a forfeit and the farmer 
buried the spoiled eggs from the incu- 
bator. The farmer had not been able 
to afford the cost of running a tele- 
phone line in to his back-lane farm, al- 
though he could not afford to be with- 
out electric light and power. Samuels 
had a thought that was practically 
twins, 

“If the current fails on an electrified 
farm everything goes more or less to 
ruin. Many such farms, for one or an- 
other reason, have no telephones. But 
if an automatic device could be de- 
vised that would immediately warn the 
powerhouse of a failure, time that 
might be immensely valuable could be 
saved.” 


& 


More about that twin presently. Its 
mate was almost an identical. 

“Tf the farmer could telephone along 
his power line he would install a neces- 
sity which at present he feels he can- 


not afford.” 
N° claim is made that either 
thought was original with 
Samuels. But as one of the conse- 
quences he resigned from the WE 
and went to the REA. For years he 
had been thoroughly familiar with the 
technical problems of the telephone 
business. He found in the REA an 
ideal line for experimentation. About 
2,400 of the 3,100 counties of the 
United States are served in whole or 
in part by the codperatives which have 
been made possible in great measure 
through government money loaned at 
low rates by the REA, plus the tre- 
mendous promotional and administra- 
tive powers of the REA. Many of these 
county or multicounty codperatives 
either have no telephone service at all, 
because the distance from any tele- 
phone central is so great that no com- 
pany could afford to give service at a 
rate the farmers could afford to pay, or 
else are served by purely local “chicken 
wire” telephone cooperatives. 

The Bell Telephone Company had 
long desired to get its lines into such 
telephonic enclaves. Its policy has been 
to extend its wires into new territory 


REA’s co-ops during the last six months. The actual figures 


q “|. . private utilities sold more than half the juice to the 


are: 90,111,000 kilowatt hours from private utilities for 


$1,108,375 ; 27,397,000 from municipalities for $339,556; 
51,068,000 from others (TV A, etc.) for $376,608, or a total 
of 168,576,000 kilowatt hours from all sources for $1,- 
824,539.” 
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as rapidly as possible, even if the reve- 
nue to be immediately anticipated could 
only approximate the cost of service. 
Occasionally it would get a spoonful of 
gravy from a long-distance call. But 
there were locations financially out of 
its reach, or that of a privately owned 
light and power company. There are 
REA cooperatives, for instance, which 
cover six or more western counties, and 
which could never have furnished light 
and power to the widely scattered 
farmers except for REA’s cheap 
money and expert advice, plus volun- 
teer work by the farmers themselves. 
Such locations furnish an ideal field 
for experimentation by the Bell Com- 
pany if the “carrier” plan for furnish- 
ing telephone service over power lines 
can be made to work practically. 


MN the same time, the REA was 
working on its automatic cut-off 


alarm. If the current failed between 
points A and B on a lonely road, the 
powerhouse could immediately tele- 
phone the nearest house to send out 
and find out what was the matter. If 
the message could be carried over the 
power line this would be easy. If there 
were no telephone in the vicinity it 
might be necessary to start the trouble 
wagon out from a village perhaps 50 
miles distant. A friendly understand- 
ing was promptly established between 
the Bell Company and the REA. Some 
of the REA’s young scientists were 
taken into the Bell laboratories to work 
on the various problems presented. On 
its side the REA gave the Bell experts 
access to the immense fund of in- 
formation at hand and being constant- 
ly added to on the conditions to be 
found in the sections hitherto unreach- 
able by telephone wires. So far as I 


DEC. 19, 1940 


have been informed the cooperation js 
friendly and complete. It is hoped that 
by the end of the year the telephone 
carrier circuit will have been so far de. 
veloped that it will be possible to make 
at least experimental use of it. 

If success is attained the profit to the 
REA cooperatives is at once apparent, 

Farmers who have electric power 
but no telephones will be able to instal 
telephones at no cost for the original 
construction and at small expense for 
the purchase or rental of the special 
telephonic devices required. The 
“chicken-wire” telephone codperatives 
would presumably go out of business 
immediately. Many have as few as 
twenty-five subscribers. In such ex- 
changes the switchboard is often placed 
in the kitchen or living room of the 
farm home, under the constant handi- 
cap of current domestic operations. 
The equipment is low grade and has 
often been installed by some youngster 
who had read about the how-to-do-it in 
books. If there is a power line near-by, 
induction raises hob with it. In one 
case the wire had been tied to a lonely 
tree, and when the sap began to rise in 
the spring the housewives on the line 
ran themselves bowlegged answering 
calls which had been sent out by the 
tree itself. 


, I ‘\ HESE chicken-wire systems do not} 


greatly concern the Bell Com- 
pany for the moment, except that if the 
carrier circuit plan proves practical 
they will offer a moderate amount of 
long-distance business, which furnishes 
a nice profit. No one has bothered as 
yet to work out the financial details. It 
may be presumed that the codperative 
which has taken over the “chicken- 
wire” business will charge its members 
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Development of Mobile Power Plants 


6a M OBILE power plants have been developed to 

carry first aid to co-op plants which have 
broken down. Manufacturers are now putting out a 
new meter, devised by the REA, which enables farm- 
ers to do their own reading. A new distribution cabi- 
net has been made which replaces fuses with circuit 





breakers. This is not new but the combination of 


meter and service box is new.” 





something for the telephone conven- 
ience. It is reasonably certain that such 
small circuits will install dial tele- 
phones, which will dispense with the 
necessity for the bothersome switch- 
board. The small independent com- 
panies may be most seriously affected, 
for they would presumably lose some 
part of their near-by business and even 
some part of their business in the 
cities. It is also possible that the car- 
tier circuit scheme may be developed 
to a point at which the independent 
companies could dispense with their 
costly installation of poles and wires. 
Not much attention is being given to 
that phase of the hoped-for improve- 
ment just now. 

The Bell Company is reported to be 
pleased with the prospects so far as 
they can be seen at present. It has no 
treason to fear interference with its 
long lines or city business, and it will 
be able to tap a hitherto unreachable 
field from which a considerable gross 
annual sum for long-distance calls 
may be realized. An experimental 
carrier circuit is now being tried out 
at La Plata, Maryland, not far from 
Washington, D. C. Others will soon 
be installed in other states. At pres- 
ent the experimenters are convinced 
that the scheme will soon be in prac- 
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tical operation, although it is conceded 
that unexpected difficulties may de- 
velop. 

“Nothing is impossible,” is their 
watchword. “Certainly the carrier 
circuit is not.” 


Egy may be trouble, of course. 
The moment the carrier circuit 
plan is proven to be practicable the 
FPC will register an instinctive 
alarm. This new idea would fall in- 
side the FPC’s field and the least that 
it could be expected to do would be to 
make examinations and send out 
questionnaires. The Federal Commu- 
nications Commission would certainly 
bestir itself, for it is adding more and 
more men and women to its force of 
inspectors for the purpose of finding 
out all about telephone companies. 
Chairman Fly of the FCC is not a 
person who welcomes new ideas until 
they have been thoroughly proven, as 
witness his interference with the com- 
mercial extension of television. If 
Henry Ford in his youth had come 
under the Fly thumb the first Ford car 
to take the road would have been the 
Mercury V Eight. The SEC will get 
a finger in the soup if any flotations 
are made. Probably the Farm Securi- 
ty and the AAA and the Housing and 
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various other administrations will ask 
the farmers to come in from the corn 
to fill out a few blanks. State com- 
missions will ask satisfaction and, 
first and last of all, the REA will be 
helpful, motherly, and watchful. 

It has changed its tune since Harry 
Slattery became administrator. He is 
a liberal and a reformer and a person 
of very stiff convictions and a willing- 
ness to suffer for them, but he also 
prefers to work with men rather than 
against them. When John M. Car- 
mody was administrator the roaring 
could be heard from Twentieth and 
Massachusetts avenue clear down to 
that memorial of the Jefferson who 
was recently purged by the New Deal. 
At any moment the president of a 
utility might hurtle from a window of 
Carmody’s watchtower. Slattery has 
shown a disposition to get along 
peaceably with the power and light 
people. 


HEN an REA co-op is interfered 
with by a private utility’s spite 
line—this is a trade term in the 


REA—Siattery will fight. If the 
organization of a co-op is hampered 
he will raise hell right back again. But 
he prefers to get along on nice terms. 

He points with pride, for instance, 
to the fact that private utilities sold 
more than half the juice to the REA’s 
co-ops during the last six months. 
The actual figures are: 90,111,000 
kilowatt hours from private utilities 
for $1,108,375 ; 27,397,000 from mu- 
nicipalities for $339,556; 51,068,000 
from others (TVA, etc.) for $376,- 
608, or a total of 168,576,000 kilo- 
watt hours from all sources for $1,- 
824,539. “It is impossible at the 
moment to segregate data for REA 
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generating plants. REA plant figure 
are included in ‘other’ (above) only 
when the plant is serving two or more 
REA systems. However, the overall 
total of kilowatt hours generated by 
all REA plants for this period was 
15,780,712. Rate of increase is ex- 
tremely high. For example, during 
the twelve months ended June 30, 
1939, total kilowatt hours purchased 
was 152,000,000. Yet in the follow- 
ing six months the total was 168,576; 
000.” 

Slattery’s disposition to codperate 
has been made clear to manufacturers 
of electrical supplies. It has been esti- 
mated that during the fiscal year 
92,000 miles of rural distribution 
lines will have been constructed, in 
addition to power plants and other 
appurtenances of the plan. Required 
materials will include more than 200; 
000 miles of wire, 230,000 transform- 
ers, and nearly 1,850,000 poles. 


HE allotments for 1940 will be in 

the neighborhood of $70,000,000. 
Slattery is convinced that in addition 
to these supplies for projects, not less 
than $100,000,000 will have been 
spent by REA co-op members in bet- 
terments made necessary or at least 
desirable by the newly available cur- 
rent. Barn roofs must be made 
weatherproof for the protection of 
the machinery purchased; a market 
has been established for motors from 
one-half horsepower up; a new 2-can 
milk cooler has been developed for 
small dairies at the instance of the 
REA; manufacturers have put on the 
market toilet facilities which dispense 
with unpleasant trudges down the 
garden path on rainy nights; house- 
wives who must cater to farmhands 
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are buying electric stoves and dish- 
washers. 

“A farmhand is a 2-legged silo 
which must be filled. with meat and 
potatoes, baked beans, and pie,” one 
housewife said. 

And an infinite number of other 
collateral purchases are being made, 
Slattery thinks, entirely on account of 
the REA’s activities. He places the 
resources of the REA at the disposi- 
tion of manufacturers and merchants, 
and informs them of new wants which 
must be filled and new prospects 
which may be developed. Each year 
he takes 150 of the top-ranking stu- 
dents from universities who have 
shown a desire to go into electrical 
engineering, and gives them a thor- 
ough schooling in the laboratory and 
the field. They are in turn fed out to 
private utilities which need precisely 
that kind of trained men. This brings 
us by degrees to the second twin 
thought of M. M. Samuels. 


yon power plants have been 
developed to carry first aid to 
co-op plants which have broken down. 
Manufacturers are now putting out a 
new meter, devised by the REA, which 
enables farmers to do their own read- 
ing. A new distribution cabinet has 
been made which replaces fuses with 
circuit breakers. This is not new but 
the combination of meter and service 
box is new. A foreign-made ground 
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connection testing device costing $350 
has been replaced by a better one 
worked out by an REA engineer and 
selling at $27.50. 

Inductive interferences have made 
trouble ever since power companies 
and telephone companies ran parallel 
lines. The study of such interferences 
calls for the highest technical skill and 
specially designed and built instru- 
ments. The Bell Telephone Labora- 
tories alone have such instruments plus 
twenty years’ experience, and three of 
REA’s most brilliant youngsters were 
welcomed to the Bell Laboratories. 
They were able to give as well as take 
and disputes have been settled and some 
lawsuits won because of this codpera- 
tion. 

A device has been perfected by 
two young REA engineers which 
answers Samuels’ demand for an auto- 
matic recorder of the precise location 
of a break in a power line. 


M?** more good things could be 
said of REA under Harry Slat- 
tery’s administration. 

He insists that it is not a part of 
the government ownership plan for 
which a power ful clique has been work- 
ing for years, and of which almost 
every member is now placed in gov- 
ernment service. He points out that 
REA owns no plants. It promotes, 
plans, and aids in the administration of 
cooperatives, and lends the money to 


power companies and telephone companies ran parallel lines. 


q “INDUCTIVE interferences have made trouble ever since 


The study of such interferences calls for the highest tech- 
nical skill and specially designed and built instruments. ...A 
device has been perfected ... for an automatic recorder of 
the precise location of a break in a power line.” 
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get such local enterprises going at 
rates that no private lending agency 
could possibly meet on a 20-year amor- 
tization plan. But no one will deny 
that the REA is a “twin brother to gov- 
ernment ownership,” as one commen- 
tator has stated. This fact is recog- 


nized by the telephone companies and 
the carrier circuit plan, now being 
given the finishing touches in the Bell 
Laboratories, with the codperation of 
the REA, might get the government’s 
foot inserted in the telephone door. No 
one can tell. 





Deficit Financing 


GC és is a matter of grave concern that we have come to accept 


deficit financing as a permanent fiscal policy. We not 
only proceed from year to year on an unbalanced Federal budget 
but we have permitted the compounding of the Federal debt 
to a huge total which threatens the solvency of the entire econ- 
omy. Such procedures forecast certain critical options; namely, 
the repudiation of the debt, the further devaluation of the dol- 
lar, confiscatory taxation, or printing press inflation. Happily, 
there is at this moment a reassertion of the American principles 
of hard work, sacrifice, and codperation. In this great emer- 
gency these ideas are gaining momentum. In the past they have 
never failed us. 

“At the same time, by spurious argument, by suggestion, and 
innuendo, but most of all by the omission of pertinent facts, 
the evangelists of the new social order are undermining the con- 
fidence of the American people in political and economic free- 
dom. Most powerful among their allies are an unbalanced 
budget and avast pyramid of debt. The apologists for these pro- 
cedures state that much of the government spending goes into 
capital goods, such as dams, bridges, and highways. With 
proper limitations this is true. But the insistent fact remains 
that the deficits and the borrowings call for larger and larger 
levies of taxation, which can only come from private enterprise 
since the government's capital projects are tax exempt.” 

—Rosert M. HANEs, 
President, American Bankers Association. 


























Customer Opinion Surveys 
For Public Utilities 


A method of gauging customer reaction to 
company relations, rates, and service 


By EDWARD G. BENSON anp SAM H. NORTHCROSS 


HE term “yardstick” is perhaps 
not very popular at the moment 


with the public utility indus- 
tries. But the “yardstick” we discuss 
here is designed to measure a factor of 
the utmost importance to the very indi- 
viduals who advocate continued private 
operation of utilities. 

That factor is public opinion. 

The future of the public utility in- 
dustries as privately operated business 
is inextricably bound up with the re- 
lations they maintain with the public 
they serve. 

During the past decade public utili- 
ties have suffered rough treatment 
from two sources: First, continuous 
government regulation and interfer- 
ence, and, in some areas, outright com- 
petition from the government; and, 
second, an increasingly critical atti- 
tude on the part of the public toward 
private power. The government ac- 
tivity may, to a considerable extent, 
be responsible for the unfavorable pub- 
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lic reaction toward private manage- 
ment. 

Regardless of whether or not the 
criticism of the utility industries is 
justified, the situation as described is a 
serious one which must be faced real- 
istically. 

Widespread recognition of that 
vital fact by utility executives has gen- 
erated increasing discussion of the 
whole field of public relations in recent 
years. Inevitably, such discussion 
centers about two fundamental prob- 
lems : “How can we evaluate accurately 
the state of our public relations to- 
day?” and ‘What can we do to im- 
prove them ?” 

This latter question was posed to a 
large utility executive and his answer 
recorded in an article in a recent issue 
of the Pusiic UriLities Forrt- 
NIGHTLY (October 10, 1940, p. 474). 

His answer: “A knowledge of 
attitudes and trends of public opinion 
is essential to an objective, effective 
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public relations program. I use the 
survey method of sampling public 
opinion before initiating policies, prac- 
tices, and operations.” 


HE “survey method” is the new 

yardstick which we wish to de- 
scribe, explaining both its mechanism 
and its practical possibilities. 

Through the method of scientific 
opinion sampling, a public utility, or 
any business for that matter, can ob- 
tain an accurate, clear-cut picture of its 
public relations balance sheet. From a 
survey of public opinion, it is possi- 
ble to obtain data which are just as 
clear, just as meaningful, as the figures 
on the financial ledger. The assets and 
liabilities can be clearly set apart, and 
their relative importance indicated. 

From a series of such surveys, the 
balance sheet can be brought up to date 
periodically, providing an invaluable 
record of the flow of opinion changes 
similar to the record of changes be- 
tween balance sheet dates that is pro- 
vided by the income account. 

During the past two years a number 
of public opinion surveys have been 
conducted for widely scattered public 
utilities. For the companies that spon- 
sored them, these surveys mark a new 
departure in public relations. 

It has been found that the greatest 
single aggravation existing between 
company and customers has usually 
been the matter of rates. Sometimes 
this restlessness and dissatisfaction 
over rates arises from the proximity 
of a government power project which 
affords customers of private com- 
panies an opportunity to make invidious 
comparisons of their own rates with 
those of some adjacent area served by 
the publicly owned project. 
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6 hue customers of a number of pri- 
vate utilities have been asked this 
question : “Do you think the rates that 
you pay for electricity are too high, 
about right, or cheap?” In the case 
of a company whose territory was con- 
tiguous to a government power opera- 
tion, 83 per cent of the company’s cus- 
tomers said rates were too high. Some- 
what farther removed from the scene 
of government operations, 60 per cent 
of the customers of a company in an- 
other state said the rates were too high. 
The same question was asked in an area 
comprising eight other states which 
are fairly representative of the nation, 
and here also about 60 per cent of the 
customers of private companies said 
their rates were too high. 

Surveys were conducted within the 
span of a few months in two areas 
more than one thousand miles apart. 
In one place the electric rates were con- 
siderably below the national average, 
and average earning power of the resi- 
dents was relatively high. In the other 
area the situation was reversed— 
relatively high electric rates and sub- 
normal average incomes, It is enlight- 
ening that there was actually a higher 
proportion of electric customers dis- 
satisfied with their rates in the first area 
than in the second! 


. fact that a large government 
ownership project had been in- 
stalled in the first-named locality and 
sentiment favoring public power dis- 
tribution was rife, leads to the infer- 
ence that the situation just described 
was due more to the proximity of gov- | 
ernment operations than to the actual 
level of rates. 

The fact-finding surveys which have 
been conducted in this field so far have 
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been devoted to the illumination of 
such problems as: 

What does the customer think of the 
company generally? 

What does he think of the rates and 
services ? 

What is his attitude toward govern- 
ment ownership? 

What is his attitude toward regula- 
tion of the local company—is he satis- 
fied with the work of the state com- 
mission ? 

Which organization does he con- 
sider responsible for the level of rates 
—or for the quality of service—the 
company or the regulatory commis- 
sion? 

How well is he satisfied with his re- 
lations with company employees? 

How aware is he of holding com- 
pany control and what is his opinion 
regarding it? 

How much importance does he 
attach to the rural electrification prob- 
lem in relation to other local or state 
problems ? 

What are the basic underlying fac- 
tors that mold his opinions about utili- 
ty operations? 

Does he regard the development of 
government power operations in his 
immediate vicinity as a bane or bless- 
ing? 

On what does he base his prefer- 
ence for government or privately 
owned power and what are the con- 


ditions under which his preference 
might change? 

To what extent does the average 
citizen realize that government opera- 
tion results in increased tax burdens? 

In addition to questions directly 
related to the power business public 
sentiment has been polled in these 
surveys on other state or local issues 
which indirectly affect the utility serv- 
ing the territory, such as tax legisla- 
tion, problems of agriculture, etc. 


HE procedure in making such a 
study is described briefly in the 
following paragraphs: 

The first step is the selection of the 
particular issues and problems to be 
studied. This phase is obviously of 
fundamental importance, and ideally 
should be the concern both of the spon- 
soring company and of an expert in 
public opinion research. A practical 
hint to the utility executive is to im- 
agine information that might be re- 
vealed by a particular line of question- 
ing, and then ask himself, “What 
would I do with that information if I 
had it?” Otherwise he may find him- 
self the disappointed possessor of in- 
teresting but otherwise useless data. 

Specific questions must then be de- 
vised to explore these issues and prob- 
lems. This responsibility naturally 
devolves largely on the research or- 
ganization, since its experience and 


treatment from two sources: First, continuous government 


q “Durinc the past decade public utilities have suffered rough 


regulation and interference, and, in some areas, outright 
competition from the government; and, second, an increas- 
ingly critical attitude on the part of the public toward private 
power.” 


849 


DEC. 19, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


training equip it to phrase questions 
which will be clearly understood and 
honestly answered by the man in the 
street. 

In organizing the individual ques- 
tions in a comprehensive questionnaire, 
the matter of sequence is important, 
since, unless care is taken in this respect, 
one question may suggest answers to 
succeeding ones, obviously an unhappy 
result. Here again the responsibility 
lies with the research organization. 

Once a tentative questionnaire is 
developed, it should be thoroughly 
tested in the field. In other words, 
trained investigators should conduct 
actual interviews with the question- 
naire under practical conditions. Any 
ambiguity, misunderstanding, _ or 
source of bias thus revealed should, 
of course, be corrected, and the revised 
version tested. This process should 
be repeated until the questionnaire is 
satisfactory in all respects. This phase 
must not be slighted, as otherwise final 
analysis may reveal certain data to 
be useless because of defective ques- 
tioning. 


a next step is working out a 
cross-section or basis for selecting 
the sample. In order that the results 
of a survey be representative of the 
opinion of the population being sur- 
veyed, the cross-section must be per- 
fect. It must include all the important 
groups in that population in the same 
proportions that the groups themselves 
exist. There must be the proper per- 
centage of men and women, of each 
age group, of occupational and eco- 
nomic groups, of electricity buyers, of 
car owners and telephone subscribers, 
and of rural and urban residents. The 
cross-section bears the same impor- 
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tance to an opinion survey that a recipe 
bears to a good soufflé; without the 
correct mixture of all the proper in- 
gredients, it falls flat. 

The next step is actual interviewing 
in the area to be studied. The selec- 
tion and training of investigators to 
carry out the field work is of great 
importance. Ideally, at least some of 
the interviewers should be experienced, 
and in any case their work should be 
constantly checked by a veteran super- 
visor. The number of interviewers 
depends of course upon the number of 
interviews to be obtained, the length 
of the questionnaire, and the speed 
with which the job is to be completed. 
In some instances, a single crew 
operating as a unit is sufficient. In 
others, it is desirable to organize the 
interviewers into several crews, each 
with a separate itinerary, and each 
under the direction of an experienced 
supervisor. 


paar the questionnaires are 
tabulated, 


the results analyzed 
statistically, and the research job is 
finished. 

From that point on the problem is to 
translate the revealed facts into action 
and decision. Facts are valuable in pro- 
portion to the use made of them; this 
applies to facts developed by research 
as well as to those available in any 
other way. 

To illustrate how research can be 
translated into action, let us cite an 
example: 

In the winter of 1939, a study of cus- 
tomer attitudes in the territory of one 
company was made. This company was 
serving an area which was located 
quite close to one of the largest gov- 
ernment ownership developments. The 
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Dissatisfaction over Rates 


66 y has been found that the greatest single aggravation existing 

between company and customers has usually been the matter 

of rates. Sometimes this restlessness and dissatisfaction over rates 

arises from the proximity of a government power project which 

affords customers of private companies an opportunity to make tndi- 

vidual comparisons of their own rates with those of some adjacent 
area served by the publicly owned project.” 





results of this study revealed that pub- 
lic relations were in an alarming state 
in the area surveyed. It showed, for 
instance, that nearly three-fifths of the 
company’s customers thought the gov- 
ernment should own the electric com- 
panies; that over three-fourths ap- 
proved the neighboring government 
operation ; that five-sixths thought the 
rates they were paying for electricity 
were too high and that, on the average, 
they thought they were 50 per cent 
higher than government rates; that 
90 per cent would rather buy their elec- 
tricity from the government project 
under the conditions prevailing at that 
time if they had the opportunity ; that 
84 per cent would have voted for a 
bond issue to provide for a local sys- 
tem to distribute government power; 
that over a fifth of electricity buyers 
were dissatisfied with the quality of the 
service they had been receiving; and a 
number of other rather disagreeable 
facts. 
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eG HIS particular company took note, 
marshaled its forces to do some- 
thing about it. They mapped out a 
far-reaching sales program; they in- 
stituted a broad-scale employee edu- 
cational program ; they developed ways 
and means of graphically illustrating 
the cheapness of power; they doubled 
and redoubled their institutional ad- 
vertising. They called on a number of 
devices to educate the public to the fact 
that the company is a good citizen of 
the state, provides employment, buys 
raw materials, pays a large tax bill— 
and emphasized the fact that the gov- 
ernment project does not pay, but con- 
sumes, taxes. They worked hardest on 
the points brought out in the survey, 
revamping their whole program of 
customer relations. They inaugurated 
a program of personal calls on their 
customers in the territory, and bent 
every effort to correct the unfortunate 
condition of their relations with the 
public they serve. 
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A year later opinion was again meas- 
ured in the same territory — same 
questions, exactly the same cross-sec- 
tion, and same method. During that 
intervening year government activity 
had become intensified. The expanding 
government project had acquired new 
properties in the area, and the new 
rural lines had been put into this same 
territory. In spite of this activity, the 
second survey showed that the com- 
pany’s program had been strikingly 
successful. 

Here are a few of the results: The 
number of customers who thought the 
company’s rates were too high had de- 
creased from about 85 per cent of all 
customers interviewed in the survey to 
about 70 per cent, a decline of 15 per- 
centage points. The number dissatis- 
fied with the quality of the company’s 
service was reduced from 21 per cent 
to 14 per cent, a reduction of 7 per- 
centage points, or one-third of the cus- 
tomers not satisfied with the service. 

Most important, the size of the 
group preferring government opera- 
tion of the electric properties, even 
though the company’s rates remained 
above those of the government project, 
had diminished from about 90 per cent 
to about 70 per cent—truly a signifi- 
cant improvement! 


F gues a study had been made for 
one company, the vice president 
in charge of public relations told the 
field manager in charge of the survey 
what he considered a curious thing. He 
said that he had conducted a survey 
himself, using his own men to do the 
interviewing. His had not been so 
much a sampling procedure as a 
blanket poll of the whole area using 
every representative the company could 
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muster. The results had shown an 
overwhelming majority of the custom. 
ers in favor of the company’s rates, 
policies, and operations. He said he 
was suspicious of the results. 

What he considered curious was 
only natural to anyone familiar with 
survey procedure. His suspicions were 
well founded, for the tabulated results 
of the scientifically conducted sam- 
pling survey revealed that the state of 
public relations of his company was 
vastly different from that indicated by 
the survey conducted through company 
employees. 

In obtaining many types of infor- 
mation, including opinions on debata- 
ble matters such as the level of rates 
or the quality of service or the courtesy 
of employees, it is important that peo- 
ple be free to register their honest 
opinions without external influence of 
any sort. Obviously, in obtaining in- 
formation of this type, results gathered 
by people whom the _ respondents 
identify with the company are likely 
to be highly inaccurate in many cases. 

In the instance referred to above, 
the men from the company were known 
by almost everyone they met to be 
company men. Many of the people they 
interviewed were either personal 
friends or acquaintances. Many cus- 
tomers hastened to assure them that the 
company was fine, the rates extremely 
liberal, that everything was lovely. 
Their first reaction to the question 
was: “There are a lot of things I don’t 
like about the company, but if it will 
help you out in your job put my opin- 
ion down as favorable.” On the other 
hand, the company employees, long 
trained to promote the company’s 
point of view, were not likely to dis- 
courage any such statements. 
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CUSTOMER OPINION SURVEYS FOR PUBLIC UTILITIES 


— example of the usefulness 
of opinion surveys: In areas 
where the existence of privately op- 
erated utilities has been threatened by 
movements toward municipal owner- 
ship, surveys have been made in ad- 
vance of scheduled public ownership 
elections. Information obtained 
through these surveys regarding the 
sources of irritation with private 
power companies has enabled the 
utility managements to map out cam- 
paigns which have been successful in 
combating the public ownership issue. 

It has often been possible to isolate 
certain irritated spots so that a com- 
pany can concentrate its efforts to re- 
pair relations on specific groups. For 
instance, in one survey this situation 
was discovered: In one county the 
population was about evenly divided 
between several towns and the adja- 
cent rural areas. The rural areas had 
been almost 100 per cent electrified by 
the utility that served the county. The 
company charged a rate differential of 
about one-fifth more to rural custom- 
ers. In a survey conducted among 
both rural and town inhabitants it was 
found that rural people were much 
more hostile toward the company, were 
much more in favor of public owner- 
ship, and that the main reason for this 
attitude was the rate differential. 


Whatever the logic underlying the dif- 
ferential, the company had not suc- 
ceeded in “selling”’ it to the rural users. 

Sometimes these irritated spots are 
purely territorial—the service in one 
locality is inferior due to insufficient 
load, poor equipment, frequent cutouts, 
or possibly, as in the above instance, 
the irritation reflects a rate differential. 
It was found that one small town was 
particularly hostile to a company be- 
cause of some indiscretion committed 
by the local management. 


| nen by piece the condition of pub- 
lic relations in a company’s terri- 
tory can be made clear. Opinion is il- 
luminated and vitalized by the ver- 
batim reasons and comments given by 
people who are interviewed. Analysis 
of these reasons and comments when 
added to the statistical results presents 
a 3-dimensional picture of public 
opinion in the area, showing how and 
why people happen to have certain atti- 
tudes. This is an extremely important 
phase of opinion measurement. 
However, the opinion survey is not 
merely an instrument for determining 
negative prognosis in public relations. 
It reveals the assets and attributes of 
the organization as well. It tells the 
management that such and such a pro- 
gram is effective in such and such a 


ity of people in districts where public ownership is imminent 


q “In a number of public utility surveys ...a substantial major- 


would prefer to buy power through privately operated com- 
panies, provided rate differentials are removed. Results of 
these surveys point to a need for educating the electricity- 
buying public to tax considerations—that privately owned 
utilities pay enormous taxes; government projects, prac- 


tically none.” 
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direction and that efforts can be con- 
centrated in another area or another 
direction where the situation is worse. 
For instance, while about 60 per cent 
of the electric customers of one com- 
pany thought their rates were too high, 
94 per cent said their service was good ; 
over 90 per cent said the employees of 
the company were courteous; 85 per 
cent could not name any one thing that 
they actually disliked about the com- 
pany ; and only 5 per cent made specific 
criticisms of the company other than 
rates. This survey was conducted in an 
area where public ownership sentiment 
was rife. More than two-thirds of the 
voters in the area who had made up 
their minds said they would vote for 
certain government ownership pro- 
posals. On the other hand, 89 per cent 
of them said that any bond issue to 
raise money for building public power 
properties should be submitted to the 
people for consideration before being 
sold by an elected commission. 


I“ a number of public utility surveys, 
one fact that is encouraging to 
utility executives and shareholders has 
often repeated itselfi—that a substan- 
tial majority of people in districts 
where public ownership is imminent 
would prefer to buy power through 
privately operated companies, pro- 
vided rate differentials are removed. 
Results of these surveys point to a need 
for educating the electricity-buying 
public to tax considerations—that pri- 
vately owned utilities pay enormous 
taxes; government projects, practi- 
cally none. 


* * * * * 


For purposes of simplicity, the illus- 
trations used in the foregoing discus- 
sion have been limited to electric op- 
erations. However, the principles of 
opinion-sampling can be applied with 
equal effectiveness to gas, water, 
transportation, or communications 
utilities. 
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Speed—The Watchword 


¢ mf N the time of crisis, the watchword must be ‘speed.’ Preéminently 

there must be speed in production. The defense of a nation is 
no longer a matter for the exclusive concern of professional warriors. 
Defense today calls for the harnessing of a nation’s entire economy in 
order to build up an irresistible productive power in the shortest possible 
time. 

“But speed of production depends upon speed of travel and speed of 
communication. In emergencies or in war, time is the one element that 
is irreplaceable. To minimize this loss, air transportation makes an 
incalculable contribution not only through its passenger facilities but 
also through its air-mail service.” All 

—Enpcar S. GorrELL, utility 
President, Air Transport Association of America. 
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How Good Is a Revenue Bond? 


An interesting inquiry as to the value to purchasers 

of this type of financing for the construction or 

purchase of a great range of publicly owned utility 
enterprises 


By FERGUS J. McDIARMID 


general economic stagnation 
which has characterized condi- 
tions in this country during the past 
decade has been the construction of a 
large number of spectacular and high- 
ly beneficial public works. An aque- 
duct to bring water from the Colorado 
river into the Los Angeles area is on 
the point of completion. It has been 
characterized as the mightiest engi- 
neering feat of all time. In the same 
region, great transmission lines oper- 
ating at record high voltages have been 
built to carry Boulder dam power to 
market. To the north at San Fran- 
cisco two huge new bridges have been 
constructed. A new superhighway 
cutting through the mountains from 
Pittsburgh to Harrisburg has just been 
opened. In the New York region, a 
® ‘umber of great new bridges and tun- 
nels now help to untangle traffic in the 
congested metropolitan area. 
All of these widely scattered public 
utility enterprises have one notable 


! CONSPICUOUSLY bright spot in the 
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feature in common. They were fi- 
nanced through the sale of public reve- 
nue bonds. In recent years this type of 
bond has been issued in large quantity 
by a wide variety of public adminis- 
trative bodies to finance the construc- 
tion or purchase of a great range of 
publicly owned utility enterprises. 
During the three years, 1937 to 1939, 
inclusive, out of $2,613,000,000 of 
new municipal financing, revenue 
bonds accounted for $403,700,000, or 
over 15 per cent of the total. This may 
seem like rather small potatoes in an 
era when a billion dollars has come to 
be accepted as the usual measuring 
stick for public finance. Nevertheless, 
this $403,700,000 of revenue bonds 
probably represents the largest single 
inflow of new investment capital into 
public utility enterprises from the in- 
vesting public in that 3-year period. 
It is almost twice as large as the total 
amount of new capital raised by the en- 
tire private electric utility industry in 
those years by the sale of new as dis- 
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Purpose of Issue 
Water systems 
Electric and gas systems 
Bridges and roads 
Sewers 

Schools 

Miscellaneous 


oO 
1937 1938 1939 
78 27.3 
62.7 
67.5 43. 
0 


2 
9 


Amount of Municipal Revenue 
Bonds Issued* 
(Millions of Dollars) 
Total 
47.2 


29.1 134.2 


143.1 115. 


* This table does not include bonds for whose support general ad valorem 


taxes are pledged. 


tinguished from refunding securities. 

It should, of course, be borne in 
mind that by no means all of this 
volume of revenue bonds was sold to 
finance new construction. A consider- 
able portion of it was issued to finance 
the purchase by public authorities of 
existing privately owned utility prop- 
erties. See above table. 


UBLIC revenue bonds in the great 

majority of cases are secured and 
supported only by the net earnings of 
the enterprise which they were de- 
signed to finance. Sometimes, how- 
ever, these bonds are also secured by 
a mortgage lien upon the property, a 
provision which is ordinarily of rather 
doubtful value in the case of a highly 
specialized property employed in a 
necessary public service. A more valu- 
able protective feature sometimes em- 
ployed is that the bonds may be sup- 
ported if necessary out of ad valorem 
taxes on all the property in the com- 
munity or communities which the pub- 
lic utility enterprise has been designed 
to serve. Such a pledge of general tax 
support is of the utmost value in the 
case of municipalities having strong 
general credit. 
DEC. 19, 1940 


This is specifically true in the case 
of the bonds of the Metropolitan 
Water District of Southern Cali- 
fornia. Up to June 30, 1940, this dis- | 
trict had issued a total of $168,588,000 
of bonds to finance the construction of 
the Colorado river aqueduct and at- | 
tendant works. At the present time, | 
and for some years hence probably, | 
these bonds will be serviced out of the 
proceeds of a general tax levied on all | 
property in the southern California | 
area, including Los Angeles, which 
this new water supply is designed to 
benefit. However, it is expected that 
eventually it will be possible to service 
the bonds largely out of the earnings 
of the aqueduct. Bonds of this type, 
which owe part of their support to a 
lien upon general taxes, are not in- 
cluded in the above table of revenue 
bond issues. 


HERE can be no more worthy or 

constructive use for investment 
capital than to provide essential public 
utility services where these did not 
exist before or to improve such serv- 
ices already in existence. Those whose 
task it is to direct the flow of capital 
into such enterprises have a broad and 
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somewhat heavy responsibility, which 
points in several directions. It points 
most directly toward the insurance 
policyholders or bank depositors whose 
thrift and self-denial have made possi- 
ble the accumulation of the necessary 
funds. For their sakes one must be 
able to give a positive answer to the 
questions, “Does the proposed venture 
look like a safe repository for their 
savings,” and “Will they probably some 
day get their money out of it intact?” 

There also exists a responsibility to- 
ward those who will use the service. 
How necessary and desirable is this 
service, and will the customers get it at 
a price they can afford to pay and 
which is in line with that charged for 
similar services elsewhere? Will the 
money which is taken from the in- 
vestor go very largely into actual con- 
struction, or will an unduly large part 
of it go into the pockets of fast mov- 
ing and very sociable gentlemen with 
expensive offices on LaSalle Street or 
Wall Street ? 

Then there is the matter of responsi- 
bility to the general public. Does the 
proposed enterprise represent an 
economically and socially desirable use 
for capital, or had the money better be 
spent elsewhere? This consideration 
has been kept very much in the back- 
ground recently owing to the fact that 
our national savings have exceeded the 
available outlets for those savings. 


However, the time may not be far dis- 
tant when the government will say toa 
life insurance company or savings 
bank: ‘What this country must have 
is more guns even at the expense of 
less butter. We note that last year 
your invested funds grew by ten mil- 
lion dollars. This year, therefore, you 
will be expected to subscribe to six or 
maybe eight million dollars of govern- 
ment loans. We need the money for 
warships, airplanes, and tanks.” When 
that time comes the financing of all but 
the most essential civilian and private 
enterprises may be difficult to arrange. 


N* let us get down to cases. 
There have been put forth over 
the last few years a rather surprising 
variety of different types of revenue 
bonds. These include electric, water, 
and sewer revenue issues, and bond 
issues supported by various combina- 
tions of these three utility services. In 
recent years bridge and highway reve- 
nue bonds have been issued in quan- 
tity. School buildings, college dormi- 
tories, libraries, and even athletic sta- 
diums have been financed by revenue 
bonds. The potential buyer of these 
bonds is frequently asked to investi- 
gate some interesting, not to say in- 
triguing, situations. As this is written, 
there are on the market some revenue 
bonds to be serviced from the gross in- 
come of a hospital for mental and 


secured and supported only by the net earnings of the en- 


q “PuBLic revenue bonds in the great majority of cases are 


terprise which they were designed to finance. Sometimes... 
these bonds are also secured by a mortgage lien upon the 
property, a provision which is ordinarily of rather doubtful 
value in the case of a highly specialized property employed 


in a necessary public service.” 
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alcoholic patients. The prospectus 
states that it is a very well-filled insti- 
tution with a long waiting list. 

Revenue bond issues put out to fi- 
nance necessary public services are in 
general to be preferred over those to 
be supported from more marginal or 
fanciful enterprises. Into the former 
category fall electric, water, and prob- 
ably sewer issues. During the years 
1937 to 1939, 75 per cent of all mu- 
nicipal bonds sold to finance electric 
plants were revenue issues. Such 
bonds have much to recommend them. 
They are usually sold to purchase or 
add to an existing electric system of 
proven earning power. The industry 
supporting them is healthy and grow- 
ing. They have one overwhelming 
point of strength over most private 
electric utility issues, in that provision 
is made for repayment of principal 
serially within a reasonable period. 
However, even this type of revenue 
bond deserves careful scrutiny. How 
do the existing earnings compare with 
the debt service requirements and on 
what scale of rates are these earnings 
based? If the rates charged are exces- 
sive, the earnings must be discounted 
somewhat. 


A*° the purpose of the loan de- 
serves close attention. Recently 
the city fathers of a small midwestern 
town, population about 1,200, decided, 
or were persuaded, that it would be 
economical to install a Diesel generat- 
ing plant to supply power for their 
existing municipally owned electric 
system. Investigation revealed that 
they were buying power at a reason- 
able rate from a private utility whose 
lines thoroughly cover this area. In 
their calculations they had assumed 
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that it would be right and proper to 
amortize their proposed generating 
equipment over a period of 200 years! 
As a general principle, it seems to the 
writer that it is uneconomic for a town 
anywhere near this size to construct 
and operate its own generating plant 
unless it happens to be in an extremely 
isolated part of the country beyond the 
range of large generating stations. For 
one thing, an expensive duplicate in- 
vestment in equipment is usually neces- 
sary to provide standby facilities, 
Therefore, we would conclude that an 
issue of revenue bonds to finance the 
above construction would have quite 
questionable economic justification. 
The writer believes that there is no 
type of utility bond which quite touches 
in fundamental security a well set-up 
water issue. Water has been carried 
to consumers through pipes in a man- 
ner roughly approximating the modern 
technique almost since the dawn of re- 
corded history. It will probably con- | 
tinue to be handled in this way long 
after the present methods of supply- 
ing energy over wires or through pipes 
have been supplanted by technological 
change. The supplying of water is a 
natural monopoly and instances of 
competitive service are extremely rare. 


C is rather surprising to observe that 
of all municipal bonds sold in the 
years 1937 to 1939 to finance water | 
supply systems, only 13 per cent owe 
their support to water revenues only. 
This no doubt reflects the fact that 
large cities still finance their water re- 
quirements almost entirely by general 
obligation bonds which are as a prac- 
tical matter generally serviced from 
water revenues. Most water revenue 
bonds which legally depend for their 
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Types of Revenue Bonds 


66 HERE have been put forth over the last few years a rather surpris- 
ing variety of different types of revenue bonds. These include 

electric, water, and sewer revenue issues, and bond issues supported by 

various combinations of these three utility services. In recent years bridge 
and highway revenue bonds have been issued in quantity.” 





support on water earnings only have 
been sold by rather small centers of 
population. 

Water revenue issues may be di- 
vided into two classes. In the first class 
we would place issues designed to 
finance the purchase and possible im- 
provement of existing privately owned 
water systems, or the improvement of 
existing municipally owned systems. 
Such loans seem to stand in a pre- 
ferred class as they depend upon the 
earnings of going concerns of proved 
earning power and are largely free 
from promotional hazards. In the sec- 
ond class are bond issues sold to con- 
struct water systems where none ex- 
isted before—either in small towns and 
villages or in suburban areas adjacent 
to large cities. Such loans contain vary- 
ing degrees of construction or promo- 
tional hazard. 

From the standpoint of fundamental 
economics, one or both of two leading 
considerations may justify a commu- 
nity in acquiring an existing water sys- 
tem. The decrease in rates to consum- 
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ers, which is thereby made possible, 
plus the net contributions to public 
funds, may more than offset the loss 
in tax revenue suffered, or the type of 
service rendered consumers may be 
substantially improved. 


: w passing upon the economic sound- 
ness of such a piece of financing, it 
is therefore very pertinent to ask the 
question, is the purchasing community 
getting the property at a price which is 
fair and reasonable? A practical illus- 
tration which we ran across recently 
will serve to illustrate the point: A 
municipal authority in an eastern state 
recently sold $4,450,000 of water 
revenue bonds, the entire proceeds be- 
ing used to purchase an existing water 
system. This property was carried on 
the books of the private company at an 
undepreciated value of $3,766,000, and 
the depreciated book value would pre- 
sumably have been considerably less 
than this. It has seldom been the prac- 
tice of private utilities to carry their 
properties on their books at figures 
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which represent serious understate- 
ments of their true values. Therefore, 
we would conclude that the community 
purchasing this property was being 
overloaded with debt so that either the 
private company could receive an ex- 
cessive price for its property, or so that 
the bond houses arranging the deal 
could make a real killing or both. While 
one must admit that the laborer is 
worthy of his hire, at the same time 
there should be a strict limit on the 
number of yachts and _ penthouses 
which should flow out of a single deal 
of this sort. 

As a natural consequence of the high 
price paid for this property, it will be 
necessary to have the consumers go on 
paying the same old rather high rates 
while the community no longer collects 
taxes from the utility. Of course, at 
the end of thirty-five years or so when 
the bonds are paid off, the next genera- 
tion may start to benefit, but it would 
seem that the present generation of 
water users and taxpayers is being 
treated a little rough. 


HE financing of a deal of this sort 

is endowed with an _ unusual 
amount of public interest in that the 
utility rates which it is necessary to 
charge are geared directly to the re- 
quirements for debt service. If the is- 
sue is made higher than necessary or if 
an unnecessarily generous coupon is 
attached, the monthly bills charged 
over the next thirty or so years may be 
10 or 15 cents higher than need be. 
The investor in such bond issues seems 
to have more than an academic inter- 
est in seeing that these deals are ar- 
ranged on the most economical pos- 
sible basis to the consumers. The lower 
the rates which it is necessary to charge 
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and the cleaner the entire background 
of the issue, the surer the investor is of 
being paid in full. 

The willingness of private water 
companies to sell out their properties 
sometimes arises from the fact that 
large capital expenditures for property 
additions or replacements are just 
around the corner unaccompanied by 
any prospect of increased earnings, 
Sometimes the need is for an entire 
new water supply. Such factors as this 
along with accrued obsolescence should 
be taken into account in setting a pur- 
chase price. We ran into a case down 
in southern Indiana recently where 
some 40-year-old steam pumping 
equipment housed under a leaky roof 
was considered as being almost brand 
new and the very latest thing when the 
time came to sell out to the town. In 
this particular case the price paid for 
the water property by the town appears 
to have been based on a rather gener- 
ous appraisal on a reproduction cost 
basis with very little weight being 
given to the rather obvious factor of 
obsolescence. To make matters worse, 
this town is paying a 4 per cent rate on 
its water bonds which were sold to ulti- 
mate investors to yield less than 3 per 
cent. Altogether it is probably paying 
water debt charges which are a third 
higher than would have been necessary | 
had it retained a gentleman from Aber- | 
deen to do its negotiating. 


~~ let us give a thought to the | 
more hazardous type of water 
revenue bond issues which are sold to | 
finance the construction of entirely | 
new water systems. In recent years a | 
large proportion of such issues have | 
been supplemented by PWA grants 
which left only part of the financing 
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cost to be borne by the ratepayers. This 
era has now come to a close and such 
utility enterprises must now stand en- 
tirely on their own feet. 

The writer has been told that there 
are now in the state of Indiana only 
four towns of over a thousand popula- 
tion which do not have public water 
supplies. This situation is probably 
typical. It therefore follows that a 
great deal of the new construction 
financing in this field is in connection 
with very small situations. The man- 
ner in which such financing is now pre- 
sented to the prospective investor 
leaves much to be desired. Usually 
these deals are set up by some swift- 
moving outsider who may be more in- 
terested in selling some pipe or collect- 
ing an engineering fee than in sparing 
the old folks of the town from the cruel 
blasts of winter. A meeting is called; 
there is talk both fast and smooth; a 
petition is circulated; and presto a 
goodly proportion of the burghers sign 
up for water. 

Now off to sell some bonds. There 
is no need to bother with the SEC or 
anything like that. Usually a prospec- 
tus consisting of a single sheet or two 
is sufficient to set forth in full the 
glories of this crossroads Eden and 
the few other scant facts upon which 
the bond buyer is expected to base an 
intelligent decision. It is, therefore, 
his duty to approach such propositions 
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with a certain amount of healthy scep- 
ticism. One subject for doubt is 
whether the petition signers will, after 
the water mains are down, become real 
honest-to-goodness lead pipe consum- 
ers. A cursory survey of one of these 
hamlets will reveal that there is a great 
deal of outdoor plumbing which has 
been doing yeoman service from gen- 
eration unto generation. To put this 
plumbing indoors would require a siz- 
able capital expenditure which the po- 
tential customer may well be inclined 
to defer. For one thing, the almost 
universal absence of sewers in such 
places acts as a deterrent. 


Bees way many of these deals are 
set up it frequently requires a 
rather high minimum water rate, 
sometimes as high as $2 per month, 
in places where cash incomes aré 
low and $2 represents more than 
the price of a square meal. Such 
a high minimum may easily serve 
as a deterrent to customers joining the 
system. Also, under such circum- 
stances, the pledge to raise rates, if 
necessary to take care of debt service, 
has not a great deal of practical value. 
There are instances where such sys- 
tems have languished along for years 
during which promised customers have 
failed to join up, while the bonds have 
slipped into default. 

A number of practical suggestions 


e 


“REVENUE bond issues put out to finance necessary public 
q services are in general to be preferred over those to be sup- 
ported from more marginal or fanciful enterprises. Into the 
former category fall electric, water, and probably sewer 
issues. During the years 1937 to 1939, 75 per cent of all 
municipal bonds sold to finance electric plants were revenue 


issues.” 
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may be made to protect the bondholder 
from a large part of the promotional 
risk embodied in such ventures. In the 
first place, a sizable hydrant rental to 
be paid out of ad valorem taxes forms 
a nice backlog of support. Secondly, 
the potential customers should be 
asked to show their good faith by mak- 
ing a cash deposit when they sign up 
for water. At the present time this is 
hardly ever done. Thirdly, these deals 
should be set up in such a way as to pay 
out without relying upon a continually 
increasing number of customers. Re- 
cent census reports show the fallacy of 
any such reliance, especially in villages 
which have been static since 1910. 
When we come across a bond prospec- 
tus in connection with a new construc- 
tion issue which blandly assumes that 
both the population and the number of 
customers to be served will increase 
steadily to 1970, we promptly relegate 
this document to our “Alice in Won- 
derland” file. To the untutored eye 
this file might be mistaken for the 
wastepaper basket. After all, there 
should be some limit to the distance 
which the bond buyer is asked to stick 
his neck out for current interest re- 
turns. 


S EWER revenue bonds, supported en- 
tirely by charges for sewer service, 
are a rather new development and 
hence deserve careful scrutiny. In the 
period 1937 to 1939, 10 per cent of all 
municipal bonds sold to construct sew- 
ers were purely revenue issues. In con- 
nection with these bonds the actual 
ability to collect sewer charges is a mat- 
ter to be investigated. As a practical 
matter, it is now pretty well established 
that considerations of public health 
prevent the shutting off of sewer serv- 
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ice in order to enforce the collection of 
sewer charges. This being the case, it 
is quite desirable to have sewer and 
water charges billed together, with the 
provision that unless both are paid the 
water will be shut off. In one Illinois 
community where this could not be ar- 
ranged because water service was 
rendered by a private company, the 
town was forced to threaten civil ac- 
tion against some 15 per cent of its 
sewer users who neglected to pay their 
sewer charges. Some of these citizens 
claimed that since they were not given 
an opportunity to vote on the sewer 
bond issue, they did not feel obligated 
to pay the charges necessary to support 
it—‘‘no taxation without representa- 
tion.” This laborious process was the 
only manner in which such payment 
could be enforced, and because of its 
poor collections the town was having | 
difficulty in servicing its sewer revenue 
debt. 


NDOUBTEDLY the matter of gen- | 
eral municipal credit has a lot to | 

do with determining the quality of a 
sewer revenue bond. When a city has a | 
good credit to protect, it will go to very | 
great lengths to prevent a default on | 
any bond to which it has lent its name. | 
Then there is the matter of ability to | 
pay. As a general proposition, we | 
would be inclined to look askance at § 
any situation where the combined mini- J 
mum water and sewer charge to resi- | 
dential consumers is in excess of $2 § 
per month. : 
It frequently happens too that § 
high rates are most frequently con- j 
sidered necessary in small scattered | 
communities of rather substandard § 
wealth. In hard times such rates may 
prove hard to collect. 
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HOW GOOD IS A REVENUE BOND? 





When Revenues Are Insufficient to Support Bonds 


— bridge or highway revenues prove insufficient to support 

the revenue bonds dependent upon them, the holder of these 

bonds ts in an unusually helpless position. Such projects, when they suc- 

ceed, usually do so with a handsome margin to spare ; and when they fail, 

they usually do so disastrously. In the former case the bondholder gets 

his interest, usually between 3 per cent and 4 per cent, but in the latter 
case he stands to lose most of his principal.” 





r is a fact worth noting that of all 
municipal bonds sold in the three 
years 1937 to 1939 to finance streets, 
roads, and bridges, 40 per cent of the 
total were revenue bonds. In the last 
of those years, bridge and highway 
revenue bonds accounted for over half 
of all revenue bonds issued. Sold to 
finance some of the most spectacular 
of public works, including some of the 
country’s greatest bridges, as well 
as our longest superhighway, the 
Pennsylvania turnpike, such bond is- 
sues are by no means lacking in 
glamour. Perhaps owing to their large 
glamour content as much as to any- 
thing else, some investors are inclined 
to treat them with unusual caution. It 
isa fact much publicized by purveyors 
of such bonds that some bridge ven- 
tures financed by revenue bonds have 
lived up to the fondest hopes of their 
promoters. Not so well published is the 
fact that other bridge issues are scrap- 
ing bottom at a few cents on the dollar, 
such as the bonds of the Ambassador 


863 


bridge between Detroit and Windsor, 
for example. 

If one may be permitted the hardi- 
hood of generalizing on this subject, 
it would be to surmise that bridge 
revenue bonds are at their best when 
the bridges are located in thickly popu- 
lated metropolitan areas. Bridges so 
located are regularly used by great 
masses of people coincidental with the 
day-in-day-out process of earning their 
daily bread. Falling in this class are 
the great new bridges around New 
York and the Oakland bay bridge at 
San Francisco. Such bridges become 
an integral part of the transportation 
systems of these areas and seem as- 
sured of heavy patronage for as far as 
it is possible to see ahead. In a different 
class entirely are bridges that lead from 
somewhere to nowhere, or which mere- 
ly form part of a cross-country high- 
way. The latter type of bridge, while 
it may enjoy good traffic at present, 
can have no definite assurance that 
such traffic will continue over the thirty 
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or so years necessary to pay out the 
bonds. Even our highways have a 
habit of becoming obsolete and a new 
superhighway or new bridge else- 
where may divert a part of the avail- 
able traffic. 


_ bridge or highway revenues 
prove insufficient to support the 
revenue bonds dependent upon them, 
the holder of these bonds is in an un- 
usually helpless position. Such proj- 
ects, when they succeed, usually do so 
with a handsome margin to spare; and 
when they fail, they usually do so dis- 
astrously. In the former case the bond- 
holder gets his interest, usually be- 
tween 3 per cent and 4 per cent, but in 
the latter case he stands to lose most 
of his principal. This is a type of in- 
vestment risk which not everyone may 
care to take. It is quite true that the in- 
dentures of such bonds nearly always 


contain a pledge to raise tolls if neces- 
sary to make the bonds pay out. How- 
ever, as a practical matter, such a 
pledge is likely to have little value in 


most cases. When water rates are 
raised, the customers have little alter- 
native but to pay the increase, but 
bridge and highway users may find a 
way to duck. A raise in tolls is likely 
to divert traffic to some alternative 
route or keep it at home with a result- 
ant further net loss in revenue. 

By way of concluding this article, 
it may be useful to outline a couple of 
possible improvements which might be 
made in present methods of revenue 
bond financing. First of all, it seems 
on the whole desirable to make the is- 
suance of such bonds subject to major- 
ity approval in a popular election as is 
now pretty generally required with 
general obligation municipal bonds. At 
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the present time in most jurisdictions 
only a majority vote in the city council 
or its equivalent is necessary for the 
issuance of revenue bonds. 


S@ JECTING revenue bonds to pop- 
ular approval in this manner would 
seem to add to their security by mak- 
ing them more clearly a moral obliga- 
tion of the issuing municipality. It 
helps to eliminate the feeling which 
might otherwise exist that the people 
were loaded with a debt, in the contrac- 
tion of which they had no direct voice, 
by a group of scheming politicians. 
This feeling is most likely to arise if 
the utility or other enterprise for which 
the bonds were issued proves less 
profitable than was anticipated, and it 
becomes necessary to raise rates. 

Also there exists a natural tendency, 
as revenue bonds become increasingly 
popularized, for them to be issued for 
increasingly marginal purposes, and 
purposes for which other types of 
financing would be more suitable. 
Forcing such issues to run the gauntlet 
of a popular eiection places a healthy 
curb on this trend. 

It would also no doubt be generally 
in the public interest to have revenue 
bond issues sold competitively. Such a 
procedure would probably meet with 
the approval of a large number of bond 
houses which handle such issues as it 
would spare them from certain dis- 
tasteful forms of competition which, 
of course, have to be paid for by wider 
profit margins. It would also lessen 
the strain upon the commercial moral- 
ity of many small town councilmen. 
Lastly, by tending to lighten debt serv- | 
ice charges, competitive bidding would 
help to lighten the utility bills paid by 
the mass of the citizenry, 
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HE Defense Communications Board 

has invited executives of seven lead- 
ing communications companies to act as 
an industry advisory committee to help 
the board prepare and codrdinate plans 
for the role of communications in the 
preparedness program. 

Those invited were Walter S. Gifford, 
president of the American Telephone 
and Telegraph Company; Jack Kauf- 
man, executive vice president of Globe 
Wireless, Ltd.; Sosthenes Behn, presi- 
dent of the International Telephone & 
Telegraph Corporation ; Joseph Pierson, 
president of Press Wireless, Inc. ; David 
Sarnoff, president of the Radio Corpora- 
tion of America; W. E. Beakes, presi- 
dent of the Tropical Radio Telegraph 
Company; and R. B. White, president 
of the Western Union Telegraph Com- 
pany. In addition to their own special ad- 
visory committees on domestic and in- 
ternational broadcasting, the broadcast- 
ers also may be represented on the in- 
dustry advisory committee whenever a 
problem involving domestic or interna- 
tional broadcasting arises. 

The Defense Communications Board 
also has invited the American Federation 
of Labor, the Congress of Industrial Or- 
ganizations, and the National Federa- 
tion of Telephone Workers to select 
members of a labor advisory committee 
from their respective communications 
unions to advise the board on communi- 
cations labor problems incidental to na- 
tional defense, in codperation with the 
industry advisory and coordinating 
committees. 
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The board also announced that it had 
invited the National Association of 
Broadcasters to name a representative to 
the International Broadcasting Commit- 
tee and the Western Radio Telegraph 
Company of Bartlesville, Oklahoma, to 
appoint a representative to the Radio 
Communications Committee. 

Besides these groups, other commit- 
tees represent amateur radio, aviation 
radio, interdepartmental radio, telegraph, 
telephone, state and municipal facilities, 
and government facilities. All appoint- 
ments to these advisory committees are 
to be made on recommendation by the 
industries and groups concerned, on in- 
vitation of the Defense Communications 
Board. 


* * -*- * 


2 Wisconsin Telephone Com- 
pany’s 8-cent monthly charge for 
hand-set telephones was ordered discon- 
tinued on November 29th, and the com- 
pany was authorized to increase its serv- 
ice connection charges, the state public 
service commission announced. 

Effects of the commission order will 
be an annual saving of $162,000 a year 
by Wisconsin Telephone Company sub- 
scribers who have hand-set instruments 
and an additional income to the company 
of about $76,000 from service connec- 
tion charges, resulting in a net saving to 
the public of approximately $86,000 a 

ear. 

“The handset has now become essen- 
tially a standard instrument which 
should be supplied at standard rates,” the 
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commission said. “The 8-cent monthly 
charge, being in excess of the special 
costs involved in supplying and maintain- 
ing hand-set instruments for standard 
service, is excessive and unreasonable as 
well as unjustly discriminatory as be- 
tween the company’s subscribers.” 

The commission then directed the 
company to discontinue the charge on the 
first billing date following December 
31st. 

New rates for service connections 
(the installation of telephones at 
premises where there is no service) will 
be in effect after January 1st. The pres- 
ent charge is $3.50, refundable after two 
years. Now charges will vary from $3.50 
for business telephones in Milwaukee to 
$1.50 for home telephones in smaller 
communities, but these charges will not 
be refundable. 


AND-SET charges were first ordered 

discontinued by the commission in 
October, 1938. The company requested 
rehearing on this order and under Wis- 
consin law no order of the commission 
can become effective while an application 
for rehearing is pending. The commis- 
sion did not have the rehearing in 1938, 
and held its order in abeyance pending 
court cases then under consideration. So 
the 1938 order was never actually in ef- 
fect. 

About two months after the October, 
1938, order directing discontinuance of 
hand-set rates, the commission required 
the company to set aside each month a 
sum equal to the collections on hand-set 
instruments. . This reserve was to be 
used to make refunds to hand-set cus- 
tomers if the October order were reaf- 
firmed. The company set aside the funds 
but since the rehearing had not been dis- 
posed of, the hand-set order had never 
been in effect and the refund to subscrib- 
ers cannot legally be made. 

The order of November 29th re- 
scinded the 1938 hand-set order and the 
directions therein that the company set 
aside a reserve each month for possible 
refunds. The commission stated that the 
results would have been the same if those 
previous orders had been affirmed. Since 
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state law provides that no commission 
order is in effect until rehearing has been 
disposed of, the 1938 order was not in 
effect and could not be in eftect until 
after September, 1940, when the rehear- 
ing was completed. 

The commission’s order was issued by 
Chairman R. W. Peterson and Commis- 
sioner W. F. Whitney. Commissioner 
Robert A. Nixon said, “I dissent from 
that portion of this decision which re- 
scinds the order of the commission dated 
October 28, 1938.” 


* * * Xx 


Justice Department source on No- 
vember 29th said that the antitrust 
division planned to investigate charges 
of monopolistic practices in the radio 
broadcasting industry. Thurman Arnold, 
assistant attorney general, in charge of 
the antitrust division, would order the 
inquiry as soon as sufficient personnel 
is available, it was said. He has for a 
starting point a 1,300-page report made 
by a special committee of the Federal 
Communications Commission on alleged 
monopolistic practices. 

The FCC, which has not passed on the 
findings of the special committee, sent 
the report to the Justice Department 
without recommendation, merely stating 
that it could be studied to determine if 
violations of antitrust laws were in- 
volved. One official said that complaints 
received by the department involved 
broadcasting chains, individual stations, 
program service, and large unions. 

The special FCC committee cited 
“many arbitrary and inequitable prac- 
tices” by the radio networks in their re- 
lations with affiliated stations. It asserted 
that station activities were restricted by 
exclusive contracts demanded by the 
chains. 

Senator Chan Gurney, Republican of 
South Dakota, said that the proposed 
new regulations of the Federal Com- 
munications Commission would “stran- 
gle, if not impose a death sentence” on 
established radio broadcasting networks. 
Gurney recommended that the Senate 
Interstate Commerce Committee, of 
which he is a member; investigate the 
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FCC. He said the proposed radio regu- 
lations exceeded the authority under 
which FCC operates. 

The FCC explained, in remarking on 
Gurney’s speech, that the report of a 
special committee that investigated 
monopolistic practices in the broadcast- 
ing industry should not be construed as 
proposed new rules or regulations. Oral 
arguments were heard on December 2nd 
on the committee’s report and the com- 
mission issued a series of suggestions 
which it said were designed to help at- 
torneys in discussing issues raised in the 
report. 


* Ok Ok x 


MPLOYEES of the Virginia East Coast 
Utilities, Inc., and East Coast Tele- 
phones, Inc., independent operating util- 
ity companies in the territory of War- 
saw, Virginia, drafted for military serv- 
ice under the Selective Training and 
Service Act of 1940, will receive 20 per 
cent of their basic salary for a period of 
one year and the assurance they will be 
reinstated to their former positions at 
the end of the training period, according 
to an announcement made by J. W. 
Perry, vice president and general man- 
ager of the companies. Mr. Perry stated: 
It is our desire to codperate 100 per cent 
with the national defense program. Those 
selected to fill vacancies of employees af- 
fected by the conscription act will be em- 
ployed on a temporary basis, since it is the 
desire of the management to reinstate all 
employees to their former positions at the 
end of the military training period. 

In addition to receiving 20 per cent of 
their salary for a period of one year, all 
employees called for service will receive 
a bonus of two weeks’ pay when in- 
ducted into the service and group life in- 
surance policies will be maintained for 
the employees at the expense of the com- 
panies during their period of military 
training. This policy affects all em- 
ployees that have been on the payroll for, 
a period of one year. 


*x* * %* * 


HE refusal of the Federal Com- 
munications Commission to author- 
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ize the transfer of the broadcasting 
license of Station KSFO, San Francisco, 
from the Associated Broadcasters, Inc., 
to the Columbia Broadcasting System of 
California was upheld by the United 
States Supreme Court on November 
25th when it decided that the District of 
Columbia Court of Appeals lacked juris- 
diction in the matter. 

In a unanimous opinion dealing purely 
with court procedure, Justice Frankfur- 
ter held that when Congress provided 
for court review of FCC orders “refus- 
ing an application for a station license,” 
this did not include commission action on 
transfers. Federal Communications Com- 
mission v. Associated Broadcasters, Inc. 
et al. 


* * *K * 


“HE Pacific Telephone & Telegraph 

Company will spend approximately 
$100,000,000 in 1940 and 1941 to pre- 
pare Western communications systems 
for the emergencies of national defense. 
N. R. Powley, president, said that the 
company and its subsidiaries will spend 
$46,000,000 in 1940 and about $55,000,- 
000 in 1941. Among the proposed proj- 
ects are several construction jobs which 
will place main transcontinental cables 
below ground. 

The telephone company’s $100,000,000 
expenditure is made necessary by the 
load of national defense and the need of 
safeguarding the nation’s communica- 
tions, Powley said. A breakdown of the 
expenditures shows: Land and build- 
ings, $3,800,000; central office equip- 
ment, $25,000,000; station equipment, 
$41,800,000; exchange lines, $18,000,- 
000; toll lines, $10,200,000; general 
equipment, $2,200,000. 

Among the projects to meet increased 
service demands of the Army and Navy, 
as well as private users, and to safe- 
guard the telephone lines, is the proposed 
placing of buried cables from the Utah 
line into California. These would con- 
nect with cables reaching the important 
centers of the United States. Other 
cables of the same type would be placed 
between Stockton and Sacramento. A 
third project calls for cable construction 
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between Weed and Redding. All of these 
cables would replace open lines subject to 
storm conditions. 

In the Northwest, a cable project is 
proposed for the Seattle to Portland tele- 
phone route. Another proposal is to aug- 
ment facilities between Los Angeles and 
San Diego. All of the new lines run into 
country important because of water proj- 
ects or military bases. 


* * * * 


Aw the glare of searchlights, burst- 
ing bombs, and a carnival atmos- 
phere, General Electric’s “FM” static- 
less radio made its début last month at 
Schenectady, New York. Mrs. Edith 
Alexanderson Burnham, daughter of Dr. 
and Mrs. E. F. W. Alexanderson, opened 
the station by crashing a bottle of high 
vacuum against the lofty antenna tower 
—“a bottle of nothing,” or compressed 
vacuum, it was described. As the bottle 
broke, the power was turned on for the 
first broadcast. 

The station began its regular program 
on November 21st from 3 p. m. to 10 
p. m. seven days a week. 

Speakers on the broadcast were 
Charles E. Wilson, president of General 
Electric; George H. Payne, member of 
the Federal Communications Commis- 
sion; Dr. W. R. G. Baker, manager of 
GE’s radio and television department ; 
and Robert S. Peare, manager of broad- 
casting for the company. Phil Spitalny’s 
orchestra played for the broadcast. 


* * * 


—- and practices of telephone com- 
panies in the state of New York, in- 
cluding the Rochester Telephone Cor- 
poration, in discontinuing service for 
nonpayment of bills, were scheduled to be 
investigated by the state public service 
commission at a hearing in the State Of- 
fice building in Albany on December 2nd. 

Notice of the hearing was received 
late last month from the commission by 
the Rochester Corporation and its long- 
standing foe in supreme court litigation 
over various suspensions of his telephone 
service, William L. Clay, Rochester at- 
torney. 
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Specified by the commission as among 
the practices to be scrutinized was the 
requirement of all the companies charg- 
ing customers for the period when serv- 
ice is shut off for nonpayment. Rates are 
payable by subscribers in advance, and 
no rebate is given for time service is 
denied. 

Disputing the right of the Rochester 
Telephone Corporation to charge him 
for periods in which it suspended his 
service for nonpayment, Clay sued the 
company for $3,000 damages in supreme 
court, and also asked an injunction to 
halt the nonrebate policy, but lost his suit 
last August when Justice William F. 
Love ruled the court had no jurisdiction. 
Justice Love upheld the argument of the 
telephone company’s counsel, Justin J. 
Doyle, that the utility must charge the 
rates filed with the commission without 
refund, and said the question of any un- 
reasonableness of the rate is a matter 
for the public service commission, not 
the courts. 

Clay thereupon demanded the com- 
mission look into the question. He also 
served a summons in a new lawsuit 
against the utility, which is pending. 

The commission will determine in its 
probe whether the current regulations 
and practices are unjust or unreasonable, 
and if so will amend them. Defending 
the requirements in force are John P. 
Boylan, president of the Rochester Tele- 
phone Corporation, and Frank T. Byrne, 
vice president in charge of rates. 


*x* * * * 


t= FCC recently retained services 
of Harry R. Booth as “principal at- 
torney” to help organize the new tele- 
phone rate section, authorized by a special 
congressional appropriation of $125,000. 
Mr. Booth has been special assistant at- 
torney general of Illinois in charge of liti- 
gation for the Illinois Commerce Com- 
mission. He represented the commission 
in the recent Peoples Gas Light & Coke 
Company Case, in which the courts sus- 
tained the Illinois board’s refusal to allow 
increased gas rates in the Chicago area. 
Previously, he was associated in law prac- 
tice with TVA Director Lilienthal. 
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and 
Comment 


By OWEN ELY 


SEC Views on Depreciation 
Regarded As Dividend Threat 


TILITY stocks continued in a down 
trend throughout the month of No- 
vember, the post-election decline amount- 
ing to over 17 per cent. Two bearish fac- 
tors have been added to those previously 
mentioned in this department—tax sell- 
ing and the reported threat against divi- 
dends of holding company subsidiaries 
due to possible SEC requirements for 
higher depreciation rates. 

According to reports in The Wall 
Street Journal and elsewhere, the SEC 
utilities division may soon hand in its 
xtensive report on the depreciation prob- 
lm. Two factors seem to indicate a de- 
sire on the part of the SEC to “jack up” 
depreciation charges in relation to gross 
revenues: (1) The commission is re- 
ported to favor straight-line depreciation 
spreading depreciation evenly over the 
estimated life of the property—and to 
feel that reserves are too low on this 
basis; (2) the utilities division a short 
time ago compiled and published a 10- 
year record of the percentages of gross 
charged for depreciation (a) in published 
reports, and (b) in statements submitted 
to the Treasury Department for com- 
puting income taxes. (See summary, 
FoRTNIGHTLY, September 12th, page 
338.) In most cases the percentage 
tharged in the tax return was substan- 
tially higher, presumably with the idea of 
reducing net income and effecting a cor- 
responding tax saving. It is now reported 
that the commission feels this “double 
‘andard” is unwarranted and that the 
igures in the published reports should be 
increased to agree with the tax figures, 
or perhaps to some arbitrary percentage 
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set up by the commission. In some cases 
this might jeopardize current dividend 
payments by operating companies to the 
parent holding company, and in turn re- 
duce the latter’s payments. Thus, a 
rough calculation seems to indicate that 
National Power & Light’s 60-cent divi- 
dend rate might have to be cut in half. 

To make such an issue over deprecia- 
tion rates at this time would be disturb- 
ing for two reasons: First, the SEC is 
already holding up—directly or indirect- 
ly—a considerable amount of potential 
bond refunding, owing to doubts and 
questions regarding (1) geographic inte- 
gration, (2) corporate simplification and 
capital set-up, (3) arm’s-length bargain- 
ing, (4) competitive bidding, etc. To 
add a fresh issue, over depreciation rates, 
would further complicate an already in- 
volved situation. Moreover, the SEC 
would apparently like to have many hold- 
ing companies sell their common stock in- 
vestments in outlying properties to local 
investors ; and it also desires some utili- 
ties to increase their common stock equi- 
ties in important operating subsidiaries, 
in order to improve the capital structures 
of the latter. If it now raises the deprecia- 
tion threat against operating company 
dividends, it automatically decreases the 
value of utility common stocks in the 
minds of investors and makes it more 
difficult for the industry to codperate in 
the two objectives just named. 

Second, as indicated in the chart on 
p. 870, utility earning power is being 
increasingly handicapped by the simul- 
taneous rise of both taxes and deprecia- 
tion in relation to revenues. While it is 
difficult to obtain accurate figures for the 
industry, the chart clearly indicates that 
the decline in utility earning power in 
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the past decade was due entirely to the 
rapid increase in the proportion of gross 
revenues diverted to taxes and deprecia- 
tion. In fact, if the ratios were the same 
now as in 1927, the proportion of gross 
revenues carried down to net income 
would be about 303 per cent, as com- 
pared with an estimated 18.9 per cent for 
1940, and 27.4 per cent in 1932 (the worst 
year of the depression). 


Per CENT oF Gross 
Net 


Deprec. Income 
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RANTED that depreciation accounting 

practices now differ widely and that 
a move for more uniform standards is 
highly desirable, it need not follow that 
utility stockholders should be penalized 
because of an ultra conservative account- 
ing method permitted by the Treasury 


Department in connection with tax re. 
turns. On the other hand, it has been sug. 
gested that the Treasury Department 
might codperate with the SEC and the 
FPC in setting up a uniform standard, 
The heavy charges permitted by the 
Treasury Department—as high as 22.17 
per cent in the case of Union Electric of 
Missouri, an important subsidiary of 
North American Company—obviously 
mean that the property is being written 
down at a rapid rate. When it is fully 
depreciated, no further accruals can be 
made except on new units of property— 
at which time the company will be forced 
to pay heavier taxes on larger earnings, 
reversing the present trend. 

There is a yardstick readily available 
to determine whether depreciation rates 
(as reported to stockholders) have been 
too low in the past—the balance sheet 
reserve in relation to fixed capital. The 
fact that the ratio of depreciation reserve 
to plant value (for all private utilities) 
increased 47 per cent in the decade ended 
1937 seems to be evidence that, as a prac- 
tical matter, depreciation rates during 
that period averaged higher than neces- 
sary. While they may appear to have 
been inadequate on a theoretical basis of 
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DEPRECIATION RESERVE IN RELATION TO PLANT VALUE FOR ALL 
ELECTRIC UTILITIES 


(Based on U. S. Census Data) 


Plant 
Value 
(Millions) 
$4,229 
10,587 
14,370 
14,049 


Deprec. 
Reserve 


Ratio of 
Reserve to 
(Millions) Plant Value 

$261* 6.2% 
700 6.6 

1,141 8.0 

1,346 9.7 


*After adjusting for other reserves, which we estimate at about $80,000,000. 


e 


straight-line accounting, it might well be 
taken into account that (1) many com- 
panies have doubtless charged to main- 
tenance expense some amounts which 
might properly have been charged to de- 
preciation reserves ; (2) there has doubt- 
less been a sharp decrease in plant cost 
per kilowatt of capacity, owing to rapid 
improvement in engineering efficiency ; 
and (3) the declining trend of com- 
modity prices also helped to lower kilo- 
watt costs. The whole depreciation prob- 
lem should be studied in the light of these 
changing trends, rather than from a 
purely theoretical angle. 

Based on a study of the reserves of the 
more important subsidiaries of the large 
holding companies, the ratio to fixed 
capital has in most cases increased 
sharply during the decade 1930-39. Of 
54 companies with revenues of over ten 
million dollars, the reserves of only 5 
showed declines ; and the decreases were 
small, except for one company. The in- 
creases in the ratios were substantial for 
most companies, running to several hun- 
dred per cent in some cases. With present 
increased depreciation charges (other 
conditions remaining the same), the rate 
of growth in the reserves should be even 
more rapid in the next decade. 

The question remains, however, 
whether present reserves are theoretically 
sufficient (they now probably average 
about 10-11 per cent of fixed capital) to 
satisfactorily measure actual physical de- 
Preciation, potential obsolescence, etc. 
American Telephone and Telegraph has 
asystem reserve of about 28.4 per cent 
~—excluding land and other intangibles, 
the ratio would be still higher. Brooklyn 
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Union Gas recently passed its dividend, 
although covered with a wide margin by 
earnings, because the public service com- 
mission wanted its reserve increased to 
about 21.5 per cent of fixed capital com- 
pared with the 1939 ratio of about 14 
per cent. Admittedly 10 per cent (the ap- 
proximate average for the electric in- 
dustry) is low even for well-maintained 
properties. But the fact that the reserve 
is too low is, in almost all cases, due to 
the small charges of a decade or so ago. 
If present depreciation rates had been 
charged throughout the life of the com- 
pany, reserves would probably now be 
adequate. Hence, one corrective measure 
indicated would be to adjust past earn- 
ings, as represented by surplus account, 
rather than to increase present deprecia- 
tion charges and penalize current earn- 
ings available for dividends. Such ad- 
justment of surplus could be made in 
most cases without injustice or hardship 
to stockholders. (Where surplus is in- 
adequate, common stock equity could be 
scaled down. ) 

There are many depressing factors and 
uncertainties already confronting utility 
stockholders at the present time. Addi- 
tional burdens may further handicap the 
industry in the constructive program of 
capital readjustment envisaged by the 
SEC. 

Admittedly, a fair proportion of 
utility cash earnings should always be 
earmarked for reinvestment in the 
property. Yet, to raise this proportion 
sharply, thus cutting dividends and dis- 
couraging the stockholders, may not yield 
favorable results for the industry in the 
long run. 
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New Issues Go Largely to 
Insurance Companies 


ESPITE extremely favorable bond 

market conditions, there have been 
no important public offerings of utility 
bonds in recent weeks. The small Dan- 
bury & Bethel Gas & Electric financing 
was withdrawn, and preliminary sales 
canceled by the underwriters, following 
a filing with the Danbury Board of Selec- 
tion of a petition for a referendum on 
municipal purchase of the company’s 
property. Cities Service Power & Light 
Company had proposed to sell their com- 
mon stock holdings (simultaneously with 
a refunding program for Danbury’s 
senior securities), but the entire plan is 
now apparently abandoned. However, a 
syndicate headed by Lehman Brothers 
offered 140,591 shares of Indianapolis 
Power & Light 5} preferred stock on 
November 25th at $107.50 per share. 

Possibly owing to the various difficul- 
ties which have stalled so many pub- 
lic financing plans, large-scale private 
financing has again made its appearance. 
American Telephone and Telegraph 
Company on November 27th sold $140,- 
000,000 new money 30-year 23 per cent 
debentures to 14 insurance companies, 
at a net cost of 2.8 per cent. The balance 
of next year’s Bell system construction 
program, estimated at $375,000,000, will 
presumably be supplied from reserves. 
The company has not yet decided how 
soon it will refund the $95,155,700 de- 
benture 54s due November 1, 1941, call- 
able at par for the first time on that date. 

About the same time three subsidiaries 
of General Telephone planned a private 
sale of $5,720,000 bonds, and Sierra Pa- 
cific Power arranged to place $3,000,000 
first 34s privately. 

The sudden decision to place the huge 
Bell issue privately instead of through 
the usual banking investment channels 
may have been due to management fears 
that a public offering would encounter 
difficulties over competitive bidding (for 
which President Gifford sometime ago 
expressed a dislike). A day or so after 
the placement, members of the Invest- 
ment Bankers Association received a let- 
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ter from President Daley of Otis & Com- 
pany advocating compulsory competitive 
bidding for security issues of utility, 
railroad, and telephone companies. 

On November 22nd, Virginia Public 
Service Company (Associated Gas and | 
Electric subsidiary) submitted a plan to | 
the SEC for private sale of $36,500,000 
refunding securities, but SEC hearings | 
have been postponed while the company | 
studies conditions imposed by the Vir- | 
ginia commission. | 


HE $53,000,000 Boston Edison first | 

2%s (which under Massachusetts 
law had to be placed with a syndicate 
through competitive bidding) made its | 
appearance the first week of December, | 
sponsored by a First Boston syndicate. | 
The net cost of the financing, about 2.6 | 
per cent, is a record low for a long-term | 
corporate issue, and compares very 
favorably with the private AT&T issue. 

Additional evidence that the attitude of | 
the SEC toward new offerings has 
“tightened up” in recent months seems | 
furnished by the calling of hearings on | 
the $100,000,000 refunding program of | 
Appalachian Electric Power Company | 
(American Gas and Electric system). 
Such a hearing indicates that the SEC 
has “substantial reasons” for withhold- 
ing prompt approval; presumably, the 
main issue will be whether the securities 
“are reasonably adapted to the security | 
structures of the Appalachian Company 
and its associate companies and to the 
earning power of Appalachian.” The 
company has already made a concession 
to the SEC viewpoint by agreeing to 
increase substantially its common stock 
equity investment in the operating prop- 
erty, by exchanging about $13,000,000 
advances and $17,000,000 preferred 
stock for additional common. 

The SEC utilities division also opposed 
the $14,000,000 Hudson River Power 
bond issue, which would be placed pri- 
vately. The company’s plan would have 
been beneficial to International Paper 
Company, which has been holding up 4 
$32,000,000 refinancing program since 
June, pending the outcome of the Hud 
son River deal. 
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Arkansas Power & Light Company 
(Electric Bond and Share subsidiary) is 
considering a plan for refunding $35,- 
000,000 5s of 1956. Clearance of the 
Appalachian issue would presumably ex- 
pedite this and other Electric Bond sys- 
tem financing. 

Nothing new has developed regarding 
the $6,500,000 El Paso Electric offering, 
which is still carried on the SEC registra- 
tion calendar. 

Southern Natural Gas proposes to offer 
to stockholders 484,379 shares of com- 
mon stock at $10 per share, over half of 
q which would be obtained by the parent 
company, Federal Water Service. 

Commonwealth & Southern has peti- 
9 tioned the SEC for authority to sell 
privately to six insurance companies ap- 
§ proximately $34,231,000 of 5 per cent re- 
funding bonds, due 1967, of the Georgia 
q Power Company at 1053. Application 
has also been made for approval of 10- 


of | year bank loans totaling $17,000,000 by 


Commonwealth & Southern. Proceeds 
from the sale of the Georgia Power bonds 


@ and the bank loans will be used to call 


§ $5,721,500 of outstanding 6 per cent de- 


@ bentures of the Penn-Ohio Edison Com- 


pany, due 1950; $7,750,000 of Penn- 
Ohio Edison 54 per cent debentures of 
1959; and about $38,385,000 of 6 per 
cent debentures of 2025 of the South- 
§ castern Power Company. The sale of the 
Georgia Power bonds and the retirement 
of the debentures are preliminary steps 
inthe corporate simplification program of 
Commonwealth & Southern Corporation 
under the Public Utility Holding Com- 
pany Act. 


> 


Associated Gas and Electric 


HE trustees of Associated Gas and 

Electric Corporation recently is- 
sued their fourth report. For the twelve 
months ended September 30th income 
available for the AG&E Corporation was 
$12,038,907, an increase of about 8 per 
cent over the previous year. However, 
judging from the statement of receipts 
and disbursements for the quarter ended 
October 31st, only a small trickle of this 
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earning power—$77,278 for the quarter, 
to be exact—is reaching the Corporation. 
The top AG&E Company had to borrow 
$25,000 to help pay expenses, its only 
other income being a few refunds. The 
Corporation, however, despite the small- 
ness of its current income, has on hand 
$1,059,381 cash ; while the Company had 
$36,774, much of this was “subject to 
legal determination.” 

A substantial part of the earnings re- 
tained by the operating companies is be- 
ing devoted to plant investment. Some 
cash is also retained by the subholding 
companies. For the nine months the op- 
erating companies reported a gain in 
cash of $3,821,444, slightly less than half 
the system increase. 


So 
Standard Gas and Electric 


TANDARD Gas and Electric system 
made an outstandingly favorable re- 
port for the twelve months ended Sep- 
tember 30th. On a consolidated system 
basis net income was $4,056,859, an in- 
crease of 52 per cent over the previous 
year. 

This gain would seem to be due to 
greater control over operating expenses 
and a slight reduction in fixed charges. It 
was accomplished despite an increase of 
24 per cent in taxes. 

Standard Gas has apparently not had 
very favorable results with its offer to 
holders of notes and debentures to ex- 
change their securities for common 
stock of the subsidiary, San Diego Gas 
& Electric Company. One difficulty ap- 
pears to be that the dividend rate on the 
latter is only 7} cents a month or 90 cents 
per annum. Thus, holders of the 6 per 
cent bonds, who receive 58 shares of com- 
mon stock, obtain only $52.20 annual in- 
come in place of $60. Regardless of the 
speculative character of the holding 
company bonds, many individuals doubt- 
less hesitate to switch from a bond to a 
stock, and loss of income is a further de- 
terrent. 

In our opinion it would be advisable 
for the management to “sweeten” the 
exchange offer. 


DEC. 19, 1940 





PUBLIC UTILITIES FORTNIGHTLY 

















1940 <2 
Jan. Feb. Mar. Apr. May June July Aug. Sep. Oct. Nov. Dec. £3 





Utili 
Stock Sh 


UTILITY & INDUSTRIAL STOCKS 


| | ree Averages 





w 
uo 


RE Fines | 
INDUSTRIALS 


180 





w 
o 


150 





Nm 
uo 


LN ) . 
UTILITIES 





120 








20 












































15 


SOURCE. WALL STREET JOURNAL 





Weekly 





325 
300 





ELECTRIC POWER PRODUCTIO 
Weekly Average | Unit 10,000,000KWH ~ | 





275 


lla 


~ 








250 Nemes 





225 





200 





175 

















150 














Adjusted for Seasonal Variation 
1 




















125 


SOURCE: STANDARD STATISTICS 








Millions of Dollar: 


600 

















500 +12 Mos. Ended 























Mar. 31, 1940 June 30 


400 














300 

200 

100 
0 


ESTIMATED 
PT EIT 


100 INET INCOME OF UTILITIES 
(For Companies Making Up Over 75% of the Industry.) 


SOURCE: STANDARD STATISTICS 


600 
500 
30 Dec. 31* 

400 
300 
200 
100 





250 








Monthly Average 


250 


UTILITY FINANCING Millions 1 Dollars 


200 








200 REFUNDING 





cE 


NEW CAPITAL 


150 





150 
































100 














100 








DEC. 19, 1940 




















1940 


Lead § 
Jan. Feb. Mar. Apr. May June July Aug. Sep. Oct. Nov. Dec. 


50 

















SOURCE FINANCIAL CHRONICLE 





book 
a WC 
ple 1 
less | 
and t 
toric: 
test | 
ment 
accul 
By 
speal 
book 
that. 
trace 
job. ] 
one 1 
const 
of th 
the L 


What Others Think 


REA Chief Throws Some Lights 


HE rural electrification administra- 
fe Harry Slattery, has written a 
book, “Rural America Lights Up.” It is 
a worthwhile book, designed along sim- 
ple lines, inexpensive, easy to read, and 
less than 150 pages. It is well organized 
and the factual references to various his- 
torical details of the electric industry 
test (according to a few passing experi- 
ments by this reviewer) both fairly and 
accurately. 

By reason of his position, Mr. Slattery 
speaks with special authority. But the 
book is worthy of note for more than 
that. Circumstantially, it seems to bear 
traces of being a personally handwritten 
job. It is about the first attempt by some- 
one in authority to outline for popular 
consumption the background and scope 
of the rural electrification movement in 
the United States under the auspices of 
the Federal government. 

The author traces the phenomenal 
growth of electric development from 
1910 to the present and finally shows that 
during the past five years more Ameri- 
can farms have been electrified than dur- 
ing the previous fifty years. Despite a 
rather critical attitude towards the pri- 
vate industry, the author in sketching the 
early history of rural electrification gives 
due credit to the gradually descending 
tate curve (which had found its down- 
ward pitch considerably before the ad- 
vent of the New Deal or the REA) and 
to the early experiments of the defunct 
National Electric Light Association. 


—. Mr. Slattery draws the rea- 
sonable and obvious conclusion 
that the big bulge which came in the 
number of electrified farms was the di- 
rect result of the Rural Electrification 
Act of 1935. This result may be traced 
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as much, if not more, to the stimulus 
which REA had upon the private indus- 
try than to the number of direct under- 
takings by the REA, great though the 
latter may be. The author does not elabo- 
rate upon that point. But certainly, in the 
light of the facts marshaled by Mr. Slat- 
tery, a heavy burden of proof would be 
upon anyone taking the position that 
private industry would have made just as 
much progress in the field of rural elec- 
trification if the REA had never come 
into that field. 

Similarly, Mr. Slattery makes out a 
good case for his contention that REA 
has had the effect of reducing the gen- 
eral level of rural electric rates. This is 
probably true, even though, in the ab- 
sence of REA and in view of the steady 
downward trend in electric rates gen- 
erally, the difference might not be so 
great as the casual reader of Mr. Slat- 
tery’s volume might suspect. 

The author writes that 90 per cent of 
REA liquidating loans are made to co- 
Operatives or other nonprofit organiza- 
tions ; that as of October 1, 1940, loans 
had totaled $321,306,114. Farm electric 
rates have been reduced from an over- 
all average rate of 18 cents per kilowatt 
hour in the period from 1910 to 1923, to 
9 cents per kilowatt hour from 1923 to 
1935, and to 44 cents per kilowatt hour 
at present. Lower costs of all materials 
used in rural distribution lines, made pos- 
sible by large purchases and improved 
REA engineering processes, are credited 
with being the determining factor in 
bringing cost of energy down. 


i PURTHER lowering of cost is made pos- 


sible by “self-help” cooperatives, 
whose members voluntarily supply much 
of the construction labor under expert 
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supervision. The falling and treating of 
lumber and other odd jobs done by the 
co-op members enable them to invest in 
wiring and the purchasing of appliances. 
Chapter XIII, entitled “Social Signifi- 
cance of REA,” is especially good. The 
author grows a little enthusiastic over 
the democratic aspects of the co-op or- 
ganization. He states: 


The very method by which electric codp- 
eratives are organized and managed mani- 
fests true democracy at work and stimulates 
the courage to make it work. Millions of men, 
women, and young people are being educated 
and trained in the application of democratic 
principles to industry and finance. REA has 
its part to play in arresting rural decline 
and restoring farm life to the vigor it pos- 
sessed when the nation was young. 


More cynical souls might be able to 
share this enthusiasm if there were more 
assurance that the codperatives are going 
to be eventually self-liquidating and play 
according to the same rules of the game 
as other lines of business. For example, 
Mr. Slattery questions whether co-ops 
ought to be subject to regulation or taxa- 
tion, the same as private utilities. As far 
as taxation is concerned, he limits his de- 
sire for special consideration for co-ops 
to their “launching” period. Fair enough, 
perhaps. He concedes that, legally, co-ops 
should bear their share of taxation. In 
Scandinavian countries, where co-ops 
have been notoriously successful, they 
have not shirked their share of the bur- 
den of government as compared with so- 
called “profit competition.” 

Again, in a caustic chapter about pri- 
vate utility propaganda against REA, 
Mr. Slattery condemns certain criticism 
which suggests that political pressure 
may be brought to bear to relieve farm- 
ers from full payment of their REA 
loans, as has already happened in the case 
of the early reclamation projects. Yet the 
author does not rebut this not unreason- 
able question. Nor does he discuss a bill, 
already introduced in Congress by Sena- 
tor Minton of Indiana (reported to be 
inspired from REA headquarters), 
which would increase the period for re- 
payment of REA loans from twenty-five 
to forty years. 
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LL told, it is perhaps unfortunate that 
the chief of the REA could not 
conclude his discussion of the REA’s 
relations with the private electric utility 
industry in a more conciliatory fashion, 
There is, perhaps, considerable basis for 
his complaint that some utility companies 
have been shortsighted and unfair in the 
past toward some rural codperative un- 
dertakings. There is much to be said for 
the proposition that both the private elec- 
tric industry (as wholesaler) and the 
rural electrification movement stand to 
gain, in the long run, through better un- 
derstanding and better cooperation in a 
common objective of electrifying rural 
America. 

Mr. Slattery’s attitude certainly does 
not indicate very much surviving willing- 
ness to meet the private industry half- 
way. The temper of his paragraphs about 
the private industry would certainly wilt 
any possible olive branch. It is to be hoped 
that, in the future conduct of his office, 
the administrator will not be so adamant 
in his apparent conviction that the rural 
electrification movement must inevitably 
be marred with a war to the finish be-| 
tween public and private interests. In 
this respect the author’s endorsement of 
the McNary bill, which would authorize 
REA to engage in a wasteful duplication 
of facilities in order to enter open com- 
petition with private industry in any area, 
is a little surprising. 

In his discussion about REA as a na- 
tional defense factor, Mr. Slattery fol- 
lows the usual pattern of public agencies 
“on the make” and is scarcely convincing 
to the sophisticated reader. It seems that 
all of the old worthwhile projects that 
used to be designed to relieve unemploy- 
ment or aid navigation or establish flood 
control now turn out magically to be an 
essential part of the national defense pro- 
gram. 

For example, Mr. Moses, the hon- 
est and able head of the New York City 
Park Commission, suddenly discovers 
that more public funds for his work 
would be in the interest of the national 
defense. The city of Pittsburgh, which 
for a number of years has been trying to 
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get funds on one excuse or another to 
widen Pitt avenue, now suddenly dis- 
covers that this project is badly needed 
inthe interest of the national defense. 


ND so it is only to be expected that 
Mr. Slattery joins the ever-grow- 
ing chorus in pointing to certain “national 
defense” angles of the rural electrifica- 
tion movement. It would not be surpris- 
ing if the old Theatre Arts project of the 
WPA, which was kicked out of existence 
by Congress because of its radical tinge, 
should turn up as a national defense pro- 
gram to keep the soldiers in good spirits 
at the camps. 
Obviously, such appropriation-seeking 
arguments cancel themselves. After all, 
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everything that was ever proposed can- 
not be necessary for the national defense. 
And the hard-headed citizen must be par- 
doned if he is inclined to the more simple 
and obvious viewpoint that national de- 
fense funds would be best expended 
through disbursements by the Army and 
Navy. But these minor criticisms do not 
offset the major fact that Mr. Slattery 
has written an interesting and worth- 
while discussion of the rural electrifica- 
tion movement under Federal auspices in 
America. 


—F. X. W. 


Rurat AMERrIcA LicHuts Up. By Harry Slat- 
tery. The National Home Library Founda- 
tion. Washington, D, C 
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False Decentralization—The Premature 
Old-age Disease of Cities 


N the recent annual convention of the 

American Transit Association at 
White Sulphur Springs, West Virginia, 
Harland Bartholomew, well-known city 
planner of St. Louis, Missouri, gave a 
thought-provoking address, entitled “Ef- 
fect of Urban Decentralization upon 
Transit Operation and Policies.” He said 
that there were three stages in the growth 
of American cities. Until 1910, cities 
grew slowly because of the physical limi- 
tation of urban transportation. The aver- 
age city dweller wanted to live within 
walking distance, buggy ride, or bicycling 
distance of the central business area. 

In 1870 there were only three Ameri- 
can cities with population in excess of 
300,000 persons, and even these averaged 
roughly a growth representing a 2-mile 
radius from the downtown area. By 1910, 
through the infiltration of street railway 
systems, aided, of course, by the general 
growth of population and immigration, 
there were 18 cities over the 300,000 
mark. 

Between 1910 and 1930, the second 
stage, all cities continued to grow out 
logically from their middle point. St. 
Louis, for example, reached a 5-mile 
radius by 1920. 

But from 1930 to 1940 a sudden re- 
versal of the shift of population from 
rural to urban areas occurred. Cities 
stopped growing. Some of this was due 
to the slackening of population and im- 
migration growth. It was also due in large 
part to the increased use of the private 
automobile, which resulted in the devel- 
opment of suburban areas. Continuing 
his analysis, Mr. Bartholomew stated: 


Another phenomenon which characterizes 
the present form of our American cities is 
the shift of population away from the older 
central areas of the city. Almost every city 
of 25,000 population or more has experienced 
a loss of population in the older central areas 
since 1920. Within the 2-mile area surround- 
ing the central business district of St. Louis, 
there has been a loss in population of more 
than 100,000 persons. The higher population 
densities of the older city are dropping to 
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lower levels, but they still exceed consider. 
ably the densities in the newly developing 
outlying areas. 

It is apparent that our cities will never at- 
tain sufficient population to develop any sub- 
stantial part of the potential 700 square miles 
of urban area. The economic problem of at- 
tempting to pay the tremendous cost of fur- 
nishing public services such as streets, sew- 
ers, water, lighting, police and fire protec- 
tion, or the even greater problem of main- 
tenance costs, has been given practically no 
consideration. It should be the’ first and 
dominating consideration. It seems to be a 
characteristic of our American way of rush- 
ing headlong into public matters of this sort 
and worrying afterwards about the cost. 

It is needless to discuss further the pres- 
ent more or less deplorable state of uncon- 
trolled growth of the American city. You are 
all familiar with it. The question is what to 
expect now. Will decentralization continue 
at an accelerated pace until population has 
been spread so far and so thin that no one 
can pay the bill? The waste involved in the 
present set-up is colossal. It is probably small, 
however, compared with the waste which 
will be the result of unlimited decentraliza- 
tion. Broadly speaking, there are two ways 
in which this problem could be dealt with. 
One is by governmental control. The other is 
by economic control. Both are extremely 
difficult to achieve under existing conditions 
and practices. 


N Europe, where the high price of 

motor cars and gasoline restricted the 
mass population to walking and bicycling, 
the oldest cities have grown evenly. 
Nevertheless, the speaker pointed out 
that European cities adopted intelligent 
plans to keep it that way. He thought that 
much could be accomplished along the 
same line through the influence of local 
zoning boards and agencies such as the 
Federal Housing Administration, but ex- 
pected little tangible result within the 
next five or six years. 

Of course, this uneven decentraliza- 
tion movement in the United States has 
been fraught with serious economic im 
plications. Those best able to pay taxes 
have been moving out of the older cities 
into small suburban communities. where 
tax burdens are light. And by the same 
token the older cities, with resulting 
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shrinking tax rolls, have been left with a 
proportionately greater population of less 
fortunate people unable to get out into 
the suburbs. 

The greater social burden of public re- 
lief is being imposed on older municipal 
corporations less able to bear such bur- 
dens. Chambers of commerce (many of 
whose individual members are prosper- 
ous suburbanites) are becoming increas- 
ingly conscious of the fact that the better 
dement, while continuing to make its liv- 
ing “downtown,” drives out to living 
quarters in the suburbs in private auto- 
mobiles, “leaving the old town holding 
the bag.” In short, the suburbs are be- 
coming richer and the parent cities 
poorer. 

But there are other implications of a 
utility nature. While they affect all utili- 
ties, gas, electric, transport, and com- 
munications, to some degree, the mass 
transportation carriers are most immedi- 
ately affected. Mr. Bartholomew, speak- 
ing on this point, stated : 


The mass transportation industry is af- 
fected in several ways by decentralization. 
First, there is the demand for expanded 
service to outlying areas. Second, there is 
the problem of additional congestion in the 
central business district because of the in- 
creased number of automobiles. Third, there 
is the problem of speeding up service to 
reach farther into suburban territory by re- 
ducing travel time. Fourth, is the matter of 
increased demands for connections between 
outlying centers. 

The mass transportation industry is thus 
faced with the problem of extending its 
plant and improving its service and equip- 
ment under conditions which appear to offer 
comparatively little hope for additional reve- 
nues. Decentralization has already pro- 
gressed to the stage where many companies 
have been forced into receivership or are 
traveling very close to the edge. Occasion- 
ally services are furnished by more than one 
company, thus complicating the situation to 
some extent, but to a very much less degree 
than is the case in municipal government. 
Rather belatedly, perhaps, most of the com- 
panies have undertaken to meet the problem 
of furnishing services to the new form of 
city. In some instances unusual progress has 
been made. In 1921 my office prepared a 
comprehensive city plan for Lansing, Michi- 
gan, in which was included a map showing 
distribution of population and 5-minute 
travel zones by street car to different parts 
of the city area. Recently we revised and 
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brought up to date the comprehensive city 
plan of Lansing. We made a new map show- 
ing population distribution and time zones of 
travel by 5-minute intervals. During this 
period old street cars were displaced by new 
bus operation. It is interesting to note that 
the 30-minute time zone by street car in 1921 
is today almost identical with the 15-minute 
time zone by bus. Here the situation has 
been met in a comprehensive way, although 
it might be remarked that, in so doing, the 
transit facilities are aiding in the decentral- 
ization process, perhaps to their own un- 
doing, as well as to that of the community 
at large. 


H™ the speaker raised the following 
interesting question : Is it the func- 
tion of the mass transportation compa- 
nies to provide service to a shifting urban 
population, or should mass transportation 
facilities be conceived as part of a com- 
prehensive city plan designed to produce 
a sound, stable, and orderly city struc- 
ture? The factor of public ownership or 
private ownership was dismissed as be- 
ing purely incident to the central thesis. 
Mr. Bartholomew summarized the fol- 
lowing factors that must be considered in 
dealing with the problem: 


(1) The average American community is 
today decentralized beyond the limits of 
economical operation which, if uncontrolled, 
will lead to economic collapse. 

(2) There is no genuine congestion of 
population in American cities that justifies 
further decentralization. 

(3) Traffic congestion in cities for the 
most part is the result of improper design 
and use of streets and lack of sufficient park- 
ing space to accommodate automobiles now 
brought into central business areas. 

(4) The cost of necessary corrections in 
the street system and the improvement of 
public transit facilities will be infinitely less 
than the tremendous cost and waste caused 
by uncontrolled decentralization. 

(5) Traffic control methods have im- 
proved conditions immeasurably in cities but 
(1) not all cities have taken full advantage 
of available traffic control measures, and (2) 
continuous study and experiment will dis- 
close opportunities for further improvement. 

(6) Certain street grade separation at im- 
portant arteries into or through central busi- 
ness districts frequently will be justified, but 

(7) Any over-all city system of elevated 
or superhighways is as economically unsound 
and unjustified as the proposed comprehen- 
sive systems of rapid transit subways that 
once blossomed in most cities of over 250,000 
population. 
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(8) Mass transportation policy under 
either public or private ownership should not 
consist of an attempt to keep up with un- 
warranted shifts in population, but 

(9) Every community should have a com- 
prehensive plan predicated upon a sensible 
control of population distribution and den- 
sity, with proper administrative power to en- 
force the plan, and 

(10) Mass transportation facilities and 
policy should be an integral part of such a 
plan if adequate service is to be expected at 
anything like reasonable cost. 


Obviously, the solution of such a gi- 
gantic problem would seem to call for a 
magician. Obviously, the mass transpor- 
tation industry cannot alone stem the 


tide. The tide may be too strong to be 
stemmed at all. 

The only suggestion thrown out by 
Mr. Bartholomew is that the leaders of 
the mass transportation industry might 
call upon public officials, chamber of 
commerce officials, and other businesses 
vitally affected by the decentralization 
process, to meet and discuss the situa- 
tion. Out of such discussions might de- 
velop some practical solution. One thing 
the speaker did seem to be certain about, 
however, was that the trouble is bound 
to get much worse before it gets much 
better. 





A Critique of the Federal Holding Company 
Integration Program 


SPECIAL supplement issued by the 
New York Journal of Commerce 
on November 26th is devoted entirely to 
a rather critical analysis of public utility 
integration, with special emphasis on na- 
tional defense angles. The supplement 
contains 30 pages (tabloid size) and 11 
different articles dealing with various 
aspects of the public utility holding com- 
pany integration problem. 

Four of the articles are signed products 
and the balance were presumably pre- 
pared by members of the staff of the 
Journal of Commerce, All of them are 
well worth reading and the preparation 
exhibits an intelligent familiarity by the 
authors with the historical background 
and the practical administration of § 11 
of the Holding Company Act. Of course, 
it must be stated that the presentation 
is rather one-sided; 1. e., generally 
critical of both the statutory content of 
the Holding Company Act and its admin- 
istration by the Securities and Exchange 
Commission. 

The first signed article, ‘entitled “Pub- 
lic Utility Integration: What Is It?” by 
William L. Grossman of New York Uni- 
versity (page 5), keeps fairly well to the 
middle of the road. It confines itself to 
general observations about the lack of 
clarity in the Holding Company Act and 
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the resulting problems imposed upon the 
SEC and the utility systems. 


HE second signed article in the Jour- 

nal’s supplement, entitled ‘“How In 
tegration Affects Consumers” (page 14), 
is by another member of the New Yor 
University faculty, J. Rhoads Foster, a 


lecturer in public utilities in the Graduate 


School of Business Administration. Mr; 


Foster comes to the conclusion that the 
so-called “death sentence” is a menace 
to operating economies that make low 
rates possible. He is particularly critical] 


of the so-called “B” standard which for 
bids holding companies to control more 


than one integrated system unless “suchj 


additional systems are located in one state 
or in adjoining states.” 
The third signed article is also written 


by Mr. Foster, under the heading “Dis? 


memberment and Regulation” (page 
22), in which he argues that integratio 

is not necessary for effective supervision. 
Mr. Foster reaches this conclusion: 


Dissolution of holding companies by the 
enforcement of the “B” standard of § 11 
possibly limiting the operations of a syste 
to one and adjoining states, will not contrib 
ute in any way toward increasing the effec 


tiveness of state regulation of the operating) 


utilities concerned. Where a utility hold 
ing company performs a demonstrably use 
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ful service for the operating subsidiary and 
regulation is adequate to protect the public 
interest, it is folly to force dissolution in 
conformity with an arbitrary standard such 
as subsection “B.” 


HE fourth signed article is written 
by an experienced utility security 
analyst, Emmons W. Blodgett. It is en- 
titled “The Investor’s Stake in Integra- 
tion” (page 24). Mr. Blodgett discusses 
the effect of possible interpretations of 
the act on different utility security values. 
He states that three procedures may be 
followed in attempting to bring a far- 
flung system in conformity with strict 
interpretations of § 11. These are: 
1. Isolated operating units may be sold to 


other adjoining companies. 
2. Isolated properties may be exchanged 
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for other properties which will more clearly 
conform with the requirements of the in- 
tegrated system. 

3. If neither of the foregoing procedures 
is practical, a holding company may sell 
isolated units in the open market. 

As has already been indicated, the sale of 
isolated operating units to other adjoining 
utility companies, aside from the practical 
difficulties involved, may entail serious losses 
to the holders of the common stock since the 
determination of property values on an 
original cost rate base or reproduction cost 
basis may bring a connidueaie lower price 
for the stock than a valuation based on earn- 
ings. The exchange of properties between 
utility companies, aside from the difficulty of 
consummating such trades, may involve little 
loss for the owners of equities in such com- 
panies. As a matter of fact, grave doubt 
exists, even in official quarters, as to whether 
recalcitrant utility holding companies can be 
forced to exchange their operating com- 
panies, 
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If stock of isolated properties is sold pub- 
licly, the holding company might obtain an 
equitable price, providing the market has not 
become congested with forced offerings due 
to the integration provisions of the act. How- 
ever, it will generally lose, in such cases, 
added value given the holdings because they 
represent control, and thus the opportunity 
to expand earning power, within limits of 
regulation, through efficient management, 
mergers, etc. 


HE unsigned articles include an in- 

teresting opening discussion, entitled 
“Integration and National Defense,” 
which calls upon the SEC to exercise 
discretion and restraint during the pres- 
ent critical defense emergency in the ad- 
ministration of § 11. 

Other unsigned articles are entitled as 
follows: “Why the Death Sentence Is in 
the Law” (a résumé of the FTC inves- 
tigation of power companies) ; “Holding 
Company Act’s Objectives” (a collection 
of public statements by SEC commis- 
sioners and spokesmen) ; “Compliance 
Difficulties Are Formidable” (the prob- 
lem of disposing of utility holdings at 
fair prices in view of the obscurity of 


§ 11); “New Financing More Difficult” 
(difficulty of planning expansion and 
other financial operations because of such 
uncertainty) ; “Is Physical Integration 
Secure?” (a contention that a corporate 
reshuffling would threaten the already ex- 
isting private grid and benefits of power 
interchange won under centralized con. 
trol); “The Value of Diversification” 
(an analysis of the benefits to investors 
and consumers which must be weighed 
in the final decision on integration). 
Limitation of space forbids any at- 
tempt, in a casual review item such as 
this, to outline the scope and content of 
these various articles. Some of the argu- 
ments may be old stuff to readers of these 
pages; some may be found quite fresh. 
All are quite pertinent and presented in 
simple, brief form. They should prove 
enlightening to anyone seeking to know 
the “other side of the story” of the Hold- 
ing Company Act. The supplement con- | 
tains several interesting graphs and 
charts to fill in the attempted presenta- | 
tion of the holding company picture. 





Utility Finance and Research Praised at 


Insurance 


“Abepaarseonencey on the present trend of 
regulatory bodies toward insistence 
that a larger proportion of the investment 
in public utilities be represented by 
stocks, Alex Dow, chairman of the exec- 
utive committee of the Detroit Edison 
Company, recently stated that this policy 
should make more attractive to life in- 
surance companies and other institutional 
investors their holdings of utility bonds. 

Mr. Dow’s statements were made in 
an address on “The Outlook for Elec- 
tric Utility Investments” at the financial 
section of the American Life Conven- 
tion at the Edgewater Beach hotel in 
Chicago on October 8th. 

He added that no public utility man- 
ager will carelessly increase the cost of 
money by substituting a 6 per cent stock 
for a 3 per cent bond. “We have to see 
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partial compensation in a better price or 
a lower interest, if bond issues are to pro- 
vide a smaller proportion of our total in- 
vestment,” he said. : 
Speaking as a utility engineer-man- 
ager, Mr. Dow endeavored to suggest | 
answers to some of the questions which 
arise in the minds of the financial exec- 
utives of insurance companies when they 
are called upon to consider the purchase 
of securities of electric light and power 
companies. Mr. Dow stated in part: 


In our industry we accept regulation. We 
see and study municipal and state opera- 
tions, and the national ventures which have 
spread under the New Deal, until the com- 
bined sums amount to about 11 per cent of 
our industry. But we do not dread any hon- 
est comparison, and we do not think that 
for the next thirty years the entrance of the 
municipalities or the statey or even the na- 
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tion, into the business will be at the same 
rate as during the last seven years. We 
simply are not afraid. 


T the same meeting, Dr. Chaplin 
Tyler, of E. I. du Pont de Ne- 
mours & Co., in an address on “A Chem- 
ist Looks at the Investment Problem,” 
aid: 

We hear a great deal regarding the sud- 
denness with which changes occur in the 
chemical industry. This has created the im- 
pression that millions of dollars of invested 
capital may be wiped out overnight; that 
factory equipment suffers such severe de- 
preciation it must be replaced every year; 
that chemistry is something to be feared 
even though respected. 

This is absolutely a false impression. Ac- 
tually, the more significant changes come 
about gradually and slowly. Only those who 
would close their eyes, ears, and minds are 
shocked when they find one day that a new 


industry has supplanted the old. Coming 
events usually are foreshadowed five, ten, 
and even a hundred years. For example, not 
for thirty years after the establishment of 
the first successful synthetic nitrate plant 
were the profits of the Chilean nitrate in- 
dustry seriously affected. Silk, which many 
predicted would be driven from the market 
place because of rayon, is consumed in 
larger quantity today than in 1911, the year 
rayon manufacture was begun in this coun- 
try. When one realizes that the idea of a 
synthetic textile fiber was conceived, three 
hundred years ago, there should be no sur- 
prise when such fibers as those of nylon 
and glass are announced. 


Not a single industry that practiced 
research as a part of its regular policy 
failed to come through the past decade 
in better condition than it entered, or 
failed to earn a better-than-average re- 
turn compared with all industry, Dr. 
Tyler stated. 





Notes on Recent Publications 


Tue Motor Truck Rep Boox. Traffic Pub- 
lishing Company, Inc., New York, N. Y. 
1940. Price, $10. 925 pp. 

This is the fourth edition since 1933 of a 
work which has been indispensable to any- 
one having regular or occasional need for 
information concerning motor carrier regu- 
lation. It is essentially an encyclopedia of the 
laws, rules, regulations, principles, and prac- 
tices of commercial truck transportation. It 
was compiled and edited by William T. 
Ashby, Walter E. Aebischer, John J. Powel- 
son, Walter W. Weller, and Charles J. Fagg. 
Historically and statistically, it is a sort of 
specialized and intensified “World Almanac” 
of the commercial truck carrier business. It 
would be futile to attempt even a bare 1e- 
capitulation of the topics covered, especially 
since anyone who has particular need for 
such information must have long since be- 
come familiar with the earlier editions. The 
1940 work seems up to standard. About the 
only new feature that may catch the eye on 
casual examination is the generous number 
of operating and accounting forms which 
have been collected from trucking companies. 
These are shown in an appendix for the 
purpose of assisting operators to standard- 
ize methods of keeping operating and ac- 
counting records. 


WritING THE TECHNICAL Report. By J. Ra- 
re Nelson. McGraw-Hill Book Company, 
,» New York, N. Y. 1940. Price, $2.50. 


cs advice has been given and taken 


concerning the improvement and presentation 
of ideas in almost every conceivable form 
of human communications since Demos- 
thenes put a pebble in his mouth. Now comes 
Dr. J. Raleigh Nelson, professor of English 
in the College of Engineering of the Uni- 
versity of Michigan, to tell those concerned 
how to write technical reports. As almost 
any editor of a trade or business publica- 
tion can readily testify, such advice is sorely 
needed. Technical men have too often as- 
sumed that their reports—in the absence of a 
detailed format laid down by the manage- 
ment — were just something to be thrown 
together out of notes and memoranda, with- 
out any particular regard for length, style, 
form, or whatnot. Too often the result has 
been as cryptic to the rank outsider as the 
doodling on a café tablecloth. 

But just as a classical oration has a func- 
tion for each of its parts to fulfill—the in- 
troduction, the exordium, the peroration, 
etc.—so the technical report, according to 
Dr. Nelson, must shape up to certain stand- 
ards of form as basic as the engineer’s own 
slide rule. That is, if it is to be clear, co- 
herent, and complete. Failure to abide by 
these standards results in the common com- 
plaint of listeners to or readers of technical 
reports which can be summed up in one ex- 
asperated question, “What are you trying to 
prove?” The book is divided into three parts, 
entitled, respectively, “The Design of the Re- 
port”; “Some Suggestions As to the Form 
and Style of the Report”; and “The Criti- 
cism of the Report.” 
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FPC Fears Power Shortage 


HE Federal Power Commission this month 

submitted to President Roosevelt its initial 
report on “Electric Power Requirements and 
Supply in the United States,” the first of a 
series of monthly reports showing i in graphical 
form the relation between power loads and the 
capacity available to supply them in the several 
areas into which the country has been divided 
for this continuing survey of power needs for 
national defense. 

Compiled by the commission’s National De- 
fense Power staff, this information, part of 
which is presented in terms of kilowatts of 
demand and kilowatts of capacity, covers a 6- 
year period—four years of past tendencies, and 
two years of forecasts. The information is 
shown on 50 separate charts, each of which 
represents an area, or combination of areas, in 
which capacities shown are, or will be, avail- 
able to serve the loads shown. A small map 
inset in the upper left corner of each chart 
indicates the area covered by the chart. 

Power demands of the nation as a whole and 
the defense supply situation in various areas 
were reviewed by Chairman Olds in his letter 
of submission to President Roosevelt. He 
stated that national defense loads can be gener- 
ally satisfied during the year 1941 through 
existing facilities, although certain local com- 
plications might develop. But inasmuch as the 
full effect of the national defense load will not 
be felt until 1942, Chairman Olds warned 
that aggregate deficiencies of more than a 
million and a half kilowatts of generating 
capacity would probably develop in the follow- 
ing areas: 

Upper New York; Philadelphia (including 
eastern Pennsylvania and New Jersey) ; Pitts- 
burgh (including western Pennsylvania) ; Chi- 
cago (including northern Illinois and northern 
Indiana) ; St. Paul (including eastern Minne- 
sota) ; the Southeastern states (including the 
Carolinas, Alabama, Georgia, and the TVA 
area) ; Arkansas; northern Louisiana; western 
Mississippi; Idaho; Utah; San Francisco (in- 
a northern California and southern Ore- 
gon). 

The letter pointed out that some of these 
areas will be relieved by the development of 
important river basin projects. 

In New England, Ohio, Indiana, West Vir- 
ginia, southeastern Virginia, Florida, and cen- 
tral-north Texas, existing facilities were found 
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to be fairly sufficient to meet expected load; 
In the Northwest section adequate capacit 
was found to exist by reason of the Columbij 
river development. 


Ickes Predicts Coast Tie-in 


peng of Interior Ickes recently pre 
dicted that completion of four big water 
and power developments on the Pacific coas 
would result in the creation of the greates 


ing the Boulder, Shasta, Bonneville, and Gran 
Coulee dam projects, did not appear to be “in 


in the Interior Department. 

Ickes asserted steps already taken to corre 
late the power-distribution programs of Bonne 
ville and Grand Coulee were working out satis 
factorily, but added that enactment of legisla 
tion setting up a single power authority for the 
two projects would be “desirable.” 

He said that it was unlikely any new reclama 
tion projects would be initiated. 


TVA Issues Report 


HE Tennessee valley’s public-owned elec- 

tric systems, distributing TVA electricity, 
earned an aggregate net income of $4,023,000 
in the last fiscal year, the Tennessee Valley 
Authority reported recently. 

The combined net income, the authority said, 
was 184 per cent of the combined gross reve- 
nues of $21,624,000 and was earned after pay- 
ment of expenses, including $1,638,000 in taxes 
and tax equivalents, 

The report from the TVA controller said 
consumers of 106 municipal and codperative 
electric systems saved “more than $9,000,000” 
annually through cheap electric rates. 

Tennessee’s four large municipally owned 
systems, Memphis, Nashville, Chattanooga, and 
Knoxville, had a combined net income of $2, 
751,000, or 20 per cent of gross revenues total- 
ing $13, 656,000, the report showed, while the 
remaining 70 municipal systems had combined 
net income of $1,160,000, or 21 per cent of 
gross revenues totaling $5,483,000. 

“Six of these 70 municipalities with gross 
revenues of $101,600,” said TVA, “showed 2 
combined net loss of $18, 000 for the year. Most 
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of these six small systems were in a develop- 
ment stage of operations or were operating 
competitive systems.” 

The valley’s 32 codperative associations re- 
ported a combined net income of $112,000 out 
of gross revenues totaling $2,485,000. Seven- 
teen had a combined net income of $261,000, 
while the remaining 15 showed a combined net 


loss of $149,000. 


Protest Truck Regulation 


[= nation’s railroads voiced opposition re- 
cently to Federal regulation of sizes and 
weights of motor vehicles in interstate com- 
merce. In a brief filed with the Interstate Com- 
merce Commission, the Association of Ameri- 
can Railroads and the American Short Line 
Railroad Association contended that Federal 
regulation would “increase the capacity of 
trucks for the purpose of promoting further 
duplication of transportation service.” They 
cited numerous court decisions to support their 
contention that the Federal government had 
no power to supersede a state’s control over 
its roads. 

The Motor Carrier Act directed the ICC to 
investigate and report on the need for Federal 
regulation of sizes and weights of motor ve- 
hicles in interstate commerce. The railroad as- 
sociations urged the commission to find that 
Federal regulation “is neither necessary nor 
desirable in the public interest.” 


Expect Power Contracts 


ROVER A, Giles, deputy attorney general 
G of Utah, reported recently on his return 
to Salt Lake City from a meeting of Colorado 
river basin states’ representatives in Boulder 
City, Nevada, that contracts for Boulder dam 
electric power necessary under the Boulder 
Canyon Adjustment Act were expected to be 
signed in time to meet the act’s deadline on 
June Ist. 

Mr. Giles, who with William R. Wallace, 
chairman of the Utah Water Storage Com- 
mission, represented Utah at the meeting, was 
appointed to head a subcommittee to study 
legality of the proposal of Arizona to build 
adam in Bride canyon, at the upper end of 
Lake Mead, for further power development. 
Action on the proposal was postponed for three 
months pending the subcommittee’s findings. 

Hearings on power contracts were in prog- 
tess in Los Angeles, Mr. Giles said. Under 
terms of the Adjustment Act, contracts for 90 
per cent of the power generated at Boulder 
dam must be signed by next June Ist, in order 
for the upper basin states—Wyoming, Utah, 
New Mexico, and Colorado—to obtain a fund 
of $1,500,000 set aside for a survey of further 
development of the Colorado river basin. 

The Boulder City conference was informed 
that payments of $300,000 annually in lieu of 
taxation, retroactive to June 30, 1937, prob- 
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ably would be paid to Arizona and Nevada 
in August, 1941 

A subcommittee of representatives from 
Arizona, Nevada, and California reported it 
had not yet been able to reach an agreement 
on allotments of Boulder dam water to the 
three states. 


RFC Funds Ready 


HE Bonneville-Grand Coulee Power Ad- 

ministration announced recently that the 
Reconstruction Finance Corporation again has 
declared its willingness to finance system-wide 
acquisitions of private utility properties by 
public utility districts or other public agencies 
if the deals are endorsed by Bonneville. 

Establishment of PUD’s in Yakima county, 
Washington, and Union county, Oregon, was 
expected to result in negotiations for private 
power system acquisitions there, as well as in 
older districts. 

Paul J. Raver, Bonneville Power Adminis- 
trator, conferred with RFC officials in Wash- 
ington, D. C., shortly after the November 5th 
bn aa at request of several PUD’s, it was 
Said, 

A major portion of the Pacific Power & 
Light Company properties in Washington now 
lies within PUD’s, since formation of the 
Yakima district, and the bulk of the Eastern 
Oregon Light & Power Company lies within 
the Union county PUD, Bonneville reported. 


TVA Pay Increases Sought 


Pa committees of the TVA and Tennessee 
Valley Trades and Labor Council were re- 
cently reported surveying conditions in the 
Tennessee valley preparatory to resuming dis- 
cussions leading to a new wage contract prob- 
ably before the end of the year. 

Initial sessions were held last month with 
spokesmen for the council indicating that wage 
increases for several unions having men en- 
gaged in TVA construction work would be 
asked. Basing their requests for increases on 
changed economic conditions, the committees 
were instructed to study the conditions and 
to make recommendations, 

From 250 to 350 delegates representing vari- 
ous unions in the council attended the sessions 
held last month. 


PUD’s Battle over Finance 


Dee between Oregon and Wash- 
ington PUD’s over methods of financing 
the contemplated purchase of the complete 
Pacific Power & Light Company system de- 
veloped at The Dalles, Oregon, on November 
28th at a meeting attended by representatives 
of the Benton, Klickitat, Yakima, and Ska- 
mania utility districts, in Washington, and the 
Wasco, Hood River, and Wickiup districts in 
Oregon. 
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Washington PUD’s advocated the utiliza- 
tion of a private “over-all” corporation to fi- 
nance the PP&L purchase through Guy C 
Myers, acting as agent for New York finan- 
cial interests. Oregon PUD’s, headed, by the 
Wasco County District, urged financing un- 
der the auspices of the Bonneville Adminis- 
tration, either through the Columbia Valley 
Authority now proposed in legislation before 
Congress, or a loan from the RFC. 

Bonneville Administrator Paul J. Raver, 
speaking at a luncheon meeting, agreed to as- 
sume responsibility for negotiating the PP&L 
purchase, but only if the deal is handled 
through government agencies and not a “pri- 
vate corporation,” as favored by Washington 


groups. Dr. Raver rapped Guy Myers, assert- 
ing that he was attempting to “drive a wedge” 
between the PUD’s and the Bonneville Ad- 
ministration. 

Dr. Raver stressed that he would not under- 
take purchase negotiations unless both Oregon 
and Washington PUD’s gave him “unanimous 
authority” to proceed along the lines he out- 
lined, with Guy Myers and the proposed over- 
all purchasing agency out of the picture. 

No definite action was taken by the PUD 
delegates at the conclusion of the all-day ses- 
sion. It was announced that the purchase pro- 
posal would receive further consideration at 
a meeting to be held at Goldendale, Washing- 
ton, December 17th. 


Arkansas 


To Ask FPC to Investigate 


HE Federal Power Commission would be 

asked to establish “reasonable rates” for 
natural gas the Mississippi River Fuel Com- 
pany sells to two utilities at wholesale for dis- 
tribution in 22 eastern Arkansas towns, the 
state utilities commission announced recently 
after a conference in which it failed to reach 
an agreement with the company. 

The Mississippi Company, a transmission 
pipe-line company purchasing gas in Louisiana 
and transporting the larger portion of it to 
St. Louis, “was not interested in offering any 
rate adjustment,” the commission said. The 
FPC would be asked to investigate the com- 
pany’s rate structure and establish the lower 
rates. 

The Arkansas Louisiana Gas Company pur- 
chases gas from the Mississippi River Com- 
pany for distribution in Carlisle, England, 
Hamburg, Lonoke, Monticello, Star City, 
Stuttgart, Warren, and Wilmar. It also sells 
gas to the Arkansas Power & Light Company 
for distribution in Alicia, Jonesboro, Judsonia, 
Kensett, Bald Knob, Batesville, Hoxie, New- 
ark, Newport, Searcy, Swifton, Tuckerman, 
and Walnut Ridge. 

The Arkansas Power & Light Company was 
authorized by the commission to construct a 
$443,000 power line into north Arkansas which 
company officials said “eventually will be the 
backbone for an extension into Arkansas.” 


Get Gas Rate Reduction 


ATURAL gas consumers in 11 northwest 

Arkansas cities and towns served by the 
Arkansas Western Gas Company of Fayette- 
ville were given a $12,463 annual rate reduc- 
tion by the company last month. The state utili- 
ties commission said the new rates would be 
effective with bills sent the 3,700 customers 
on and after December 15th. 
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Cities affected are Fayetteville, Rogers, 
Springdale, Bentonville, Siloam Springs, Gen- 
try, Forest Park, Elm Springs, Lowell, Elkins, 
and Combs. 

The new rates will be $1.50 for the first 1,000 | 
cubic feet; 65 cents for the next 4,000 cubic 
feet; 50 cents for the next 1,000; and gradu- 
ated down to 30 cents for all over 50,000 cubic 
feet per month, 


Power Rates Reduced 


HE North Little Rock city council on No- 
vember 25th adopted an ordinance lower- 
ing rates of the city electric department about 
17 per cent for residential users, effective De- 
cember 15th. Mayor Neely said the reduction 
would result in savings of $29,000 yearly. 
The mayor said he knew “of no reason” 
why consumers should not enjoy reduced elec- | 
tric rates. Customers will receive 10 per cent | 
discounts if they pay bills not later than the 
twenty-second day of each month. 


Lower Power Rate 


OwWER wholesale power rates to the North 
Arkansas and Carroll County Rural Elec- 
tric cooperatives will be granted May lst by 
the Arkansas Power & Light Company, the 
state utilities commission announced last 
month. The effective date will coincide with 
completion of the company’s transmission line 
from Batesville to Cotter. 

The new rates will equal those now charged 
to the other nine rural codperatives in Arkan- 
sas served by the company. The higher rates 
to the North Arkansas and Carroll County 
associations were explained by the necessity 
of purchasing the electricity from the South- 
western Gas & Electric Company. When the 
new transmission line is completed, the com- 
pany can serve them from its own distribution 
system. : 
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California 


Receive Reductions 


USTOMERS of the Southern Counties Gas 
Company of California will receive reduc- 
tions in their bills totaling $300,000 annually, 
President Ray L. Riley of the state railroad 
commission announced on November 30th. 
The reduction was made following comple- 
tion of the commission’s annual investigation 
of this utility. The new rates will become ef- 
fective with bills dated January 15, 1941, and 
thereafter. Mr. Riley said 
“During the next few weeks members of 
the commission’s staff will work out details of 
the reduction in conjunction with representa- 
tives of the utility and the specific new rates 
will be announced prior to the effective date of 
the reduction. The commission is convinced, 
upon the basis of the exhaustive and complete 
study made of this company’s operations dur- 
ing the last year, that this reduction is just and 
fair to both the customers and the utility. 
“However, it is well to keep in mind the 
quick changing conditions present in the coun- 
try today, particularly reflected by the prob- 
ably additional burden of taxation which the 
national defense program has produced. The 
extent of these new defense taxes cannot now 
be predicted. In view of this situation it is of 
vital importance that the commission be kept 
thoroughly advised as to the future trends of 
business of the utilities. The commission’s suc- 
cess in producing utility rates which are among 
the lowest in the country has been possible as 


a result of the fact that it has had an ade- 
quate staff to supply the information so neces- 
sary to successful regulation.” 

Last year the rates of the Southern Counties 
Gas Company of California, which serves Ven- 
tura and Orange counties and portions of Santa 
Barbara and Los Angeles counties, were re- 
duced by $250,000, also on an annual basis. 


Ickes Approves Hetchy Plan 


F  pamirtecge controversy between the De- 
partment of the Interior and the city of 
San Francisco appeared near settlement recent- 
ly when Interior Secretary Ickes gave qualified 
approval to a revised plan for the distribution 
of Hetch Hetchy power in the city. 

Under the plan, the city would pay a fixed 
annual charge of $4,900,000 to the Pacific Gas 
and Electric Company for rental of the elec- 
tric company’s facilities. For purposes of de- 
termining the rental fee, the company’s facili- 
ties were valued at approximately $70,000,000. 

Mr. Ickes informed Mayor Angelo J. Rossi 
that the revised plan “would probably effect 
formal compliance with the requirements of 
the Raker Act,” although he commented that 
the proposal would be unfair to the city. The 
Secretary volunteered the suggestion that the 
city would make out better if it bought or built 
its own distribution system. He added, how- 
ever, that he considered his function as Secre- 
tary of the Interior as restricted to seeing that 
the requirements of the act are complied with. 


District of Columbia 


Fights Natural Gas Proposal 


ASHINGTON Gas Light Company officials 

last month prepared to fight proposals to 
ue natural gas as the sole source of supply 
to their consumers, recommended in a report 
by Frank P. Fisher to the District of Colum- 
bia Public Utilities Commission. 

Fisher, an expert on the use of natural gas, 
was employed some months ago by the com- 
mission to probe the practicability of a greater 
or complete use of the natural product for 
local consumption. The company at present 
supplies consumers with a mixture of natural 
gas and the manufactured product. 

A public hearing on the Fisher plan will be 
ied early in January after the commission 
las had an opportunity to study his report. 

Marcy L. Sperry, president of the utility 
‘ompany, said: 

“We would welcome the results which Mr. 
Fisher holds forth if they were within prac- 
tical attainment by the methods he suggests, 
ut in his picture we find, according to our 
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studies which cover several years, much of the 
rainbow. The best example of this is the an- 
nouncement of great reduction in rates from 
the use of natural gas.” 

The utility company, which also made a study 
of the use of natural gas, released a statement 
last month stating transfer to natural gas as a 
sole source of supply involves “difficult prob- 
lems” related to future supply problems which 
might become critical in a few years. 

Fisher, in his report, advised the commission 
house-heating consumers could anticipate a 
saving of $745,000 during the first year. Within 
ten years, however, the extended use of the 
natural gas to other domestic consumers would 
bring about an annual savings of $1,530,000, it 
was said. 

The two reports provide radically different 
figures as to the cost of changing all present 
gas appliances necessary if natural gas is sub- 
stituted for the present product. Fisher stated 
the cost would run in the neighborhood of 
$618,000 and the gas company stated it would 
be something like $3,620,000 
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Indiana 


Lower Gas Rates for 
Terre Haute 


NEw 6-month contract was recently agreed 

on by the Indiana Gas Utilities Company 
and the Indiana Gas & Chemical Corporation 
for gas supply to Terre Haute consumers. The 
rate provided in the new contract is 27 cents 
for a thousand cubic feet of 570 B.T.U. gas, 
while the old contract, which expired Novem- 
ber 18th, called for 34 cents for one thousand 
cubic feet. The new contract was submitted to 


the state public service commission for ap- | 


proval. 


The state commission already has heard a | 
petition for lower gas rates made by Terre | 
Haute consumers and with this new contract [ 
also before it for approval, action was antici- © 


pated to adjust rates downward. 


The recently organized Terre Haute Gas § 
Corporation also has filed a petition asking 5 
authority to buy the franchises and gas distri- | 
bution systems at Terre Haute, West Terre | 
Haute, Clinton, and Brazil, now ‘owned by the | 


Indiana Gas Utilities Company. 


Iowa 


Rate Survey Made 


N average domestic gas bill in Iowa is $3.63 
a month, according to the Des Moines 
committee which investigated gas rates for the 
city council. The committee, in a survey of 40 
Iowa cities, found this to be the average cost 
of 15 therms, which it said is a representative 
consumption for an average family. The aver- 
age cost a therm was 24.2 cents. 


The Des Moines rate for 15 therms is $2.73, 
or 18.2 cents a therm. The committee reported | 


only 6 of the 40 Iowa cities had rates lower 
than Des Moines for 15-therm usage. These 6 


all use straight natural gas. Des Moines uses | 


some natural gas, mixing it with manufactured, 
The report said Des Moines has a lower rate 
than any city in the state using straight manu- 
factured gas. Highest 15-therm bill of the 40 
cities was reported to be $4.91 at Knoxville. 


y 
Michigan 


PSC Cuts Gas Rate 


NEw rate system for users of natural gas 
A in Detroit and 21 near-by communities, 
with an estimated reduction of $1,200,000 a 
year in the amount paid by the small consumer, 
was ordered on November 20th by the state 
public service commission in a decision on the 
Michigan Consolidated Gas Company Case. 
Most of the consumers affected are in Detroit, 
which carried the brunt of the battle for lower 
rates. 

The $1,200,000 decrease in rates affects those 
who use gas for cooking and hot-water heat- 
ing. An increase in the rate, estimated at $500,- 
000 a year, was ordered for the approximately 
33,000 persons in the Detroit area using gas for 
heating homes or buildings. Industrial rates 
were unchanged. 

The commission fixed as the profit to which 
the gas company is entitled the sum of $3,468,- 
000 a year. Under the so-called Detroit plan, 
previously in effect but which the new system 
supersedes, the company was allowed a profit 
of $3,850,000 

About 400,000 consumers were affected by 
the reduction in cooking and water-heating 
rates. The commission estimated the annual 
average reduction for each consumer in this 
class would be $4.68. 
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The rate base was lowered in the new rate | 


structure, but the so-called “promotional” fea- 
ture of the old Detroit plan was retained. Un- 
der this promotional plan, the rate per D.G.U. 


(Detroit gas unit) decreases if the customer 


increases his total consumption. 
The new rate system is the first to be ap- 


plied to the company by a state regulating body. | 


Until the present case was carried to the pub- 
lic service commission, rates were regulated 
by the city of Detroit and other local munici- 
palities under home rule. 


Paul E. Krause, corporation counsel, refused 


to comment on the decision of the commission 
without further detailed study. Officials of the 
Michigan Consolidated Gas Company also 
withheld comment. 


The new rates, pending an appeal, will go 


into effect on January 4th. 
The rate hearings which this decision pre- 


sumably ends began in September, 1937, when | 


former Prosecutor Duncan C. McCrea peti- 
tioned for a reduction. Until March, 1939, 
nothing was done because of a city suit test- 
ing the legality of state regulation of rates. 


Posts to Be Kept on PSC 


oHN J. O’Hara, chairman of the state _ 


lic service commission, last month said he | 
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saw no reason for members of his commis- 
sion, all Republicans, to resign when the Demo- 
cratic governor-elect, Murray D. Van Wa- 
goner, takes office January Ist. 

Two years ago, the late Governor Frank D. 
Fitzgerald quarreled violently with the Demo- 
cratic public utilities commission he inherited 
and had the commission abolished by the 1939 
WBiegislature. The public service commission, 
WY with identical duties and 
¥ sonnel, took its place. 

4 O'Hara pointed out that his term runs until 
4 February, 1942, the term of Ivan E. Hull runs 


a Republican per- 


until February, 1943, and the term of Gilbert 
T. Shilson until February, 1944. 

The term of Don McIntyre expires next 
February, a month after Van Wagoner takes 
office. Florence M. Kiely has been reappointed 
to the term ending in February, 1945, but the 
appointment has not been confirmed by the 
state legislature and presumably would not be 
renewed by the new governor. 

Unless Van Wagoner wishes to make an is- 
sue of the matter, it appeared a Republican ma- 
jority would continue on the commission at 
least until the expiration of O’Hara’s term. 


Minnesota 


Natural Gas Bill 


4 E yoy C. Lenihan, president of the Natural 
| Gas Consumers Research Bureau, Inc., St. 
Paul, announced last month that a bill for the 
regulation of natural gas pipe lines and charges 
for natural gas would be introduced at the 
January session of the state legislature. 

The Federal Power Commission has been 
petitioned by the bureau to investigate the rea- 
sonableness of the present rates charged for 


New 


Company Omits Dividend 


ECAUSE of differences which have arisen 

between the state public service commis- 
sion and the company in the matter of depre- 
ciation, directors of the Brooklyn Union Gas 
Company last month omitted the dividend on 
capital stock. So far this year the company 
has paid three dividends of 25 cents each, the 
last on September 3rd. 

Clifford E. Paige, president, stated in ampli- 
fication of the board’s position that witnesses 
for the state commission in a hearing on Octo- 
ber 31st, indicated that in their judgment the 
accrued depreciation of the company’s de- 
preciable property amounted to $21,186,000. 
The company, Mr. Paige said, believes this 
amount to be excessive and has retained the 
engineering firm of Coverdale & Colpitts to 
make a study of the company’s property, its 
value and depreciation. He said it was there- 
fore doubtful that the company would pay 
dividends until the matter of depreciation is 
determined. 

The company’s 1939 annual report showed a 
reserve for depreciation of $13,644,211. 

Action to restrict the payment of common 
stock dividends by registered utility companies 
as a means of forcing upward revision of de- 
preciation accruals and reserves was subse- 
quently reported under consideration by the 
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natural gas transported in interstate commerce 
or sold in interstate commerce for resale, on 
which local rates are based to the ultimate con- 
sumer. 

The bill is drafted for regulation by the state 
railroad and warehouse commission of rates 
charged for natural gas for resale and the issu- 
ance of certificates of convenience and neces- 
sity for the construction of natural gas pipe 
lines. No state regulation now exists over such 
charges and pipe lines. 


York 


Securities and Exchange Commission. Definite 
recommendations for a rule which would force 
the utilities to make substantial increases in ac- 
tual depreciation accruals or to “plow back” 
more of their earnings were being prepared by 
the SEC utilities division, it was said. 


Bus Ban Halts Line 


N 1l-mile bus line between Yonkers and 
New Rochelle, which for two years has 
served commuters in outlying areas of New 
Rochelle and Eastchester who had been iso- 
lated by the closing of the New York, West- 
chester & Boston Railway, must be discon- 
tinued because of the refusal of Bronxville to 
permit “cumbersome and commercial” busses 
to operate through its streets. 

Sheldon L. Pollock, counsel for the Yonkers 
Bus Company, the operator, said that no satis- 
factory route around the village could be 
found and that under terms of a recent 5-to-2 
decision of the New York Court of Appeals the 
village had won its 2-year fight to remove the 
busses. 

If the village should insist on serving 
the order, Mr. Pollock said, the bus company 
must cut its line in half and operate only be- 
tween Larkin Plaza in Yonkers and the New 
York Central Railroad station on the edge of 
Bronxville. 
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North Carolina 


Company Makes Appeal 


HE Nantahala Power & Light Company 

on November 27th asked the Federal 
Power Commission to reconsider its finding 
on November 5th that interstate commerce 
would be affected by construction of the $35,- 
000,000 Fontana power development on the 
Little Tennessee river in Swain and Graham 
counties. 

The company’s petition contended the com- 
mission erred in holding the river navigable, 
and that the power dam would alter stream 
conditions below it. The petition asked oppor- 
tunity to present additional data in support 


of the company’s claims, and additional in- 7 
formation on plans for the project, including a/q". 
provision for increased storage capacity dur- /§* 
ing abnormal flood conditions. The company |) 
said this would aid in development and regu- |) 
lation of the Tennessee river system. 

The company added that since filing on Octo- | 
ber Ist the declaration of its intention to build | 
the Fontana dam, new matters had arisen | 
which should be before the commission. It | 
listed plans of the Knoxville Power Company, | 
subsidiary of the Aluminum Company of | 
America, for construction of Chilhowee dam, | 
a hydroelectric development on the Little Ten- | 
nessee river downstream from Fontana. 


ba 
Ohio 


Seeks Gas Truce 


LEVELAND’S city council recently began ne- 

gotiations with the East Ohio Gas Com- 
pany on a compromise proposal aimed at peace 
in the 10-year rate fight. 

The northern Ohio city was doing what the 
Columbus city council did some months ago 
with the Ohio Fuel Gas Company. However, 
the compromise rate of 56.22 cents for the first 
two years and 61 cents for the last two years, 
plus a $1,500,000 refund, was rejected by the 


voters at the recent election by a margin of | 
nearly 2 to 1. 

The Cleveland council proposed an average 
rate of 58 cents per thousand cubic feet for 
two years, which was said to be three cents 
higher than the rate the city of Cleveland has 
been fighting to obtain. It would be 10 cents 
lower than the average the East Ohio Gas @. 
Company has been collecting, the Ohio Su- 
preme Court recently sustaining the present 
average rate of 68.88 cents per thousand cubic 
feet. 


% 
Oklahoma 


Utility Bills Cut 


i of nearly $16,000,000 to gas, elec- 
tric, and telephone patrons and farmers 
on cotton ginning bills during the last six 
years had been effected by the state corpora- 
tion commission in rate reductions, the com- 
mission announced recently. 

These figures were cited in a press release 
of the corporation commission, on authority of 
Reford Bond, chairman, and Ray O. Weems, 
member. No mention was made of A. S. J. 
Shaw, retiring member of the commission. In 
reaching the figures, the commission figured 
accumulated saving on utility bills and com- 
pared the average cotton ginning rate of the 


last eight years with those of the previous 
eight years when rates were high. 

The commission pointed out that many of 
the utility reductions were obtained through 
negotiations, thus eliminating the heavy cost 
to taxpayers of extended litigation. The great- 
est reduction came in electric rates. The figures 
showed that since 1935 a total of $7,944,076 has 
been saved to the users of electricity and of 
the amount $5,402,057 was saved to the cus- 
tomers of the Oklahoma Gas & Electric Com- 
pany. Each reduction of the company was ob- 
tained by negotiation. 

Gas customer savings amounted to $479,700, 
but few reductions have been made to reach 
that accumulated saving. 


Oregon 


Tri-county PUD “Created” 


HE state hydroelectric commission, meet- 
ing at Salem recently, issued a proclama- 
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tion creating the Central Oregon People’s 
Utility District, approved by the voters at the 
general election last month. 

The district comprises parts of Deschutes, 
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Mi(rook, and Jefferson counties. The city of 
Prineville, which voted adversely, was elimi- 
Prated from the district by the commission. 

'y At a meeting of the commission held last 
Fnonth, proclamations were issued creating the 
Anion county, Central Lincoln, Clatskanie, and 
WColumbia River districts. 
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J. D. Donovan of Bend was elected presi- 
dent of the board of directors of the Central 
Oregon Public Utility District at an organiza- 
tion meeting held at Redmond on November 
18th. Fred op oe of Tumalo is vice presi- 
dent, and Joe C. Brown of Redmond, treas- 
urer. 


Pennsylvania 


PUC Launches Inquiry 


HE State public utility commission on No- 

4 i vember 27th announced an investigation 

4of rates charged by the Philadelphia Electric 

Company, largest electric utility in the state. 

GThe commission said the inquiry was being 

Gnade upon its own motion, after negotiations 

Fto obtain “an immediate and proper rate re- 

Biuction” had failed. 

@ Horace P. Liversidge, president of the com- 
pany, expressed “great surprise” at the action, 
“as it was his understanding that negotiations 
were still under way for an amicable solution 
of the differences between the company and 
the commission with regard to the company’s 


Commission Chairman John Siggins, Jr., de- 
nied the inquiry was inspired by the attack on 
street-lighting rates, which Councilman George 
Maxman insisted cost too much. According to 
Maxman, rates for domestic users have 
dropped 44 per cent since 1931. 


Agencies Prepare Data 


HE joint state government commission’s 

subagencies were reported last month to 
be preparing their reports and recommenda- 
tions for presentation to the full commission 
this month preparatory to having them em- 
bodied in proposed legislation for submission 
- general assembly which meets in Janu- 


“The new bills would streamline hearing pro- 
cedures of the many quasi judicial state agen- 
cies, such as the public utility commission, milk 
control commission, state employees’ retire- 
ment board, and others; make the organiza- 
tion of the several departments more efficient ; 
and, probably, make a moderate revision of 
the commonwealth’s tax structure. 

The full commission of nine senators and 
eleven representatives met at Harrisburg on 
November 21st for a “general review” of the 
committees’ activities, but no very definite re- 
ports were submitted. 


Tennessee 


Co-op Customer Dissatisfied 


HE state railroad and public utilities com- 

mission on November 22nd promised a de- 
cision of “far-reaching importance” in the first 
case of its kind in the United States—one in 
which customers served by a publicly owned 
electric membership corporation asked that 
they be transferred to the lines of a private 
corporation. Commissioner W. D. Hudson, 
who heard the testimony, said the commission 
would take the case “under advisement.” 

The matter grew out of the petition of T. F. 
Lance and twenty other Williamson county 
residents who are served by the Middle Ten- 
nessee Electric Membership Corporation. They 
sought service from the Franklin Power & 


Light Company on grounds that the service 
given by the codperative was not only “un- 
satisfactory,” but that rates under the codpera- 
tive were higher than those of the private com- 
pany. Both organizations use TVA current. 

Lance insisted there were “frequent inter- 
ruptions” in service of the membership cor- 
poration and that a comparison of his monthly 
bills showed that he was paying $1 per month 
more than he would under the private com- 
pany’s billing. He said he had been solicited to 
join the membership corporation at a fee of 
$10, and had declined, although he said he had 
been promised a lower rate. 

This membership fee, according to Sam 
Gilreath, of Lebanon, counsel for the mem- 
bership corporation, has been reduced to $5. 


Texas 


LCRA Gets RFC Loan 


Tz go-ahead signal was given on Novem- 
ber 22nd for purchase by the Lower Colo- 
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rado River Authority of electrical distribution 
facilities now owned by the Central Power & 
Light Company in parts of 7 south central 
Texas counties. 
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Word of approval by the Reconstruction Fi- 
nance Corporation of a $1,647,000 loan to the 
LCRA for purchase of the CPL properties was 
received at Austin. Purchase of these facilities 
will greatly broaden the area receiving elec- 
tricity generated at its series of flood-control, 
water conservation, and power - generating 
dams on the Colorado river above Austin. 

Included in the lines to be purchased from 
CP&L are the distribution systems of Freder- 
icksburg, Gonzales, Cuero, Waelder, Schulen- 
burg, Moulton, and Flatonia. Also to be turned 
over to the authority are rural lines adjacent 
to these cities and in a number of smaller 
communities located near them. 

Counties in which the lines lie are Gonzales, 
DeWitt, Fayette, Lavaca, Colorado, Gillespie, 
and Kendall. 


Ask Lower Gas Rate 


De city councilmen recently agreed to 
consider the establishment of a gas rate 
of more benefit to commercial users, and to 
consider a proposal to work with Federal offi- 
cials in establishing a new airport. 

Former City Councilman Emil Corenbleth, 
representing the Utility Rate & Engineering 
Company, presented a petition signed by many 
business men and citizens asking for a better 
gas rate for commercial customers. Utilities 
Supervisor Frank R. Schneider said he woul 
give the proposal immediate study after it was 


referred to him by councilmen. Corenbleth said| 


the present gas rate structure does not give 


enough distinction between residential and in-} 


dustrial charges. 


Washington 


PUD Acquires Private Property 


Ts largest public utility district acquisi- 
tion of a private electric property—the 
first under condemnation in the state of Wash- 
ington—was consummated by Cowlitz County 
Public Utility District No. 1 in taking over the 
properties of the Washington Gas & Electric 
Company, a subsidiary of North American 
Gas & Electric Company. 

The transaction was made possible on No- 
vember 26th when Federal Judge Lloyd L. 
Black signed a decree of appropriation after 
the company lost a fight to dismiss the con- 
demnation action. 

Last May the jury in the condemnation pro- 
ceedings set a price on the properties of $6,- 
011,056. The utility district had set a price on 
the properties of $3,850,000 which contrasts 
with a value claimed by the company of $7,- 
500,000. The purchase has been financed by sale 
of $6,600,000 of revenue bonds bearing interest 


at 3% per cent, 4 per cent, and 44 per cent 
which are being reoffered by a_ syndicate 
headed by John Nuveen & Co. of Chicago and 
Hartley Rogers & Co., of Seattle. 

Tom Roach, president of the Washington 
Gas & Electric Company, announced that the 
company would appeal the acquisition of its 


property by the PUD. However, commission-} 


ers of the district proceeded with plans for op- 
erating the utility immediately. 


The commissioners also announced that 


James I. Metcalf, Seattle consulting power 
economist, had been retained as temporary 
manager; that all company employees, except 
the manager, would be retained; that rate re- 
ductions recently proposed by the company 
would remain effective; that further rate re- 
ductions were expected ; that plans are in prog- 
ress for acquisition of Cowlitz county distri- 
bution facilities of the Puget Sound Power & 
Light Company and the Northwestern Electric 
Company. 


Wisconsin 


PSC Charges Violations 


HREE violations of law and failure to com- 

ply with commission orders governing ac- 
counting practices were charged to the man- 
agement of the Bloomer city electric and water 
utilities recently by the Wisconsin Public Serv- 
ice Commission. 

An opinion and order based upon an inves- 
tigation and hearing conducted at Bloomer 
November 7th cited evidence that F. C. Dut- 
ton, city clerk and manager of the utilities, had 
permitted Mayor Charles Reetz to pile up per- 
sonal arrears of $1,569 on electric bills and 
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$64.63 in water rentals and had made unau- 
thorized loans of utility funds to the mayor 
and his brother, Alderman Harry Reetz. 

The order was signed by Chairman Reuben 
W. Peterson and Commissioner William F. 
Whitney. It directed that the Bloomer city 
utility commission take necessary steps to make 
its management practices conform to the 
statutes and commission orders and that a cop 
of the order be sent to the attorney general and 
District Attorney Ingolf E. Rasmus of Chip 
pewa with a recommendation for whatever ac 
tion may be considered warranted by the evi 
dence. 
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The Latest 
Utility Rulings 


Pensions and Occupational Taxes Are Considered 
In Telephone Rate Case 


HE Washington Department of 
Public Service ordered a reduction 

of over a million dollars in rates of the 
B Pacific Telephone & Telegraph Com- 
pany after deciding many issues which 
are common to rate proceedings. Among 
the more novel issues presented were 
those of pension allowance under the 
modern social security laws and charges 
to localities imposing occupational taxes. 
The company was ordered to remove 
from its operating expense accounts all 


entries in reference to the company’s, 


pension plan. The department said that 
the entire plan was almost nothing but 
the creation of a large fund to be held 


-§ up before the employees with the warn- 


ing that “if they are good and keep with- 
in the good graces of the company they 
will be paid, otherwise not.” All through 
the plan, it was said, there was oppor- 
tunity for favoritism, the thing most apt 
to prevent independent collective bar- 
gaining between employer and employee. 

Moreover, the department ruled that 
any payment for employee pensions in 
addition to the Social Security payment 
should not be charged to operating ex- 
pense and thus passed on to the rate- 
@payer. Referring to the Social Security 
Act of 1935, the department said: 

Under this plan every employee is guar- 
anteed that upon reaching the age of sixty- 
five years and has worked for anyone three 
years or more he will receive his pension. 
It is not subject to anyone’s discretion. 
Neither a discharge nor a lay-off will affect 
it. The amount cannot be increased as an 
act of favoritism to any pet employee. The 
favor or lack of favor of some superior is 
immaterial. It places all employees of all 
employers on the same basis. The amount 
of the monthly pension payments is reason- 
able, and represents the considered judgment 
of the United States government. 


The company was ordered to pass on 
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to its subscribers in any city imposing 
occupational taxes the amount of any 
such tax at the tax rate. It was said to 
be manifestly unfair to impose upon the 
many thousands of telephone subscribers 
in the state who live elsewhere than in 
the cities in which such taxes are levied 
the burden of providing the dollars 
necessary to pay occupation taxes in 
those cities. 
The department continued: 

It is no answer to say that the company 
should itself pay this tax, for the company 
must necessarily pay it out of dollars re- 
ceived from its subscribers. In our opinion, 
it is much more equitable to provide that the 
subscribers in the various cities should as- 
sume that responsibility, if such cities have 
used that method of providing additional 
tax revenue, than to require subscribers 
throughout the state to help carry the cost 
of paying the taxes exacted by these par- 
ticular cities. There can be no doubt that 
an unjust and unreasonably discriminatory 
situation now exists in respect to these par- 
ticular taxes, and that this burden must be 
placed where it should be; namely, upon the 
subscribers in the particular localities in 
which the taxes are levied. 


Reproduction cost estimates in sup- 
port of the rate base were held to be un- 
reliable. Criticism was made of evi- 
dence offered in support of prices of the 
affiliated Western Electric Company. 
Any showing of Western’s costs and 
profits, it was said, should be related to 
the telephone company’s property in the 
state of Washington. 

It was considered improper to allocate 
to the company’s Washington operations 
any portion of income tax on dividends 
received by the company from the South- 
ern California Telephone Company. 
Depreciation expense was allowed at 
3.55 per cent of the depreciable property. 

The company, in the opinion of the 
department, failed to sustain the burden 
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of proving the applicability of license 
contract costs to operations in Wash- 
ington, and there was said to be no al- 
ternative except to eliminate such costs 
from reported operating expenses. It 
was remarked, however, that appropriate 
consideration was accorded to license 
contract services and costs in ascertain- 


e 


ing the rate of return, as the department 
did not mean to hold that the reasonable 
costs of furnishing service in the state 
should be disregarded in fixing rates, 
Return allowance was fixed at 5 per 
cent. Department of Public Service of 
Washington v. Pacific Telephone & 
Telegraph Co. (No. F. H. 7229). 


Contract with Affiliate for Construction 
Of Plant Approved 


CONTRACT between the Brooklyn 

Union Gas Company and the affili- 
ated Koppers Company for the con- 
struction of a light oil plant was ap- 
proved by the New York commission 
upon a finding that the proposed con- 
tract was not against the public interest. 
The contract was at so-called cost with 
an upper limit of price at a not excessive 
level. Several questions were involved 
because of a licensing agreement relat- 
ing to a patented process. Commissioner 
Van Namee said: 


The licensing agreement for the use of 
the Ramsburg process of adding oil to the 
coal provides for payments of $6,000 per year 
over a period of five years amounting to a 
total of $30,000 in addition to the construc- 
tion contract which was contended to be the 
lowest amount for which its use could be 
obtained. Counsel for the company con- 
tended that the fact that a patent had been 
issued by the United States Patent Office 
was prima facie evidence of the validity of 
the claims and stated that he knew of no way 
of producing any evidence with respect to 
the cost to the Koppers Company of de- 
veloping and obtaining this patent. Counsel 
for the company claims that the licensing 
agreement does not come within the pro- 
visions of §110. It was admitted that no 


e 


other contractors had been approached for 

a proposal for construction of the plant. The 

company claims Koppers Company to be the 

largest and most experienced company 
manufacturing or building light oil plants in 
this country. 

It was testified that without the use of 
the Ramsburg process for adding oil to 
the coal, the estimated profit to the com- 
pany on the operation of the plant would 
be but $84,000 a year, while by using 
this process there would be an estimated 
additional profit of $88,200 which would 
make the total margin for the plant oper- 
ation $172,200 per year. 

The plant would produce two prod- 
ucts, the sale of which would be sepa- 
rately contracted for. A contract for the 
sale of motor benzol was dependent 
upon starting production by May 1, 
1941. This was stated as the principal 
necessity for speedy action by the com- 
mission. The sale of residual distillate 
was not yet contracted for, but a pro- 
posal had been made by an affiliated 
company. The products of the proposed 
plant were said to be necessary for na- 
tional defense. Re Brooklyn Union Gas 
Co. (Case No. 10284). 


Acquisition of Subsidiary Securities Detrimental 
To Interests of Preferred Stockholders 


HE Securities and Exchange Com- 
mission denied an application by 
a registered holding company for ap- 
proval of the acquisition of outstanding 
securities of subsidiary registered hold- 
ing companies. The commission per- 
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mitted acquisition of the company’s own 
outstanding debentures. The interests 
of preferred stockholders, in the opinion 
of the commission, would be jeopardized 
by acquisition of subsidiary securities. 

The applicant had had substantial 
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earnings after meeting fixed charges, 
both on a corporate basis and on a con- 
solidated basis, since April 1, 1932. It 
had, however, failed to make dividend 
payments on its preferred stock. The 
company had recently filed a plan of re- 
capitalization and simplification. It did 
not presently contemplate the distribu- 
tion of any cash in payment of preferred 
stock dividend arrearages or otherwise. 
The commission stated : 


Under normal circumstances a program 
looking toward the reduction of publicly 
held system senior securities might seem to 
be desirable. But under the circumstances 
in this case, we are of the opinion that, at 
least pending a determination of the treat- 
ment to be accorded the present preferred 
stockholders in the proposed recapitalization, 
the company should not employ cash which 
has accumulated because of the failure to 
pay preferred stock dividends for the ac- 
quisition of securities of its subsidiaries. 
Such a program might well have the effect 
of further depressing the market prices of 
the preferred stock (the price range in 
1940, to October 16th, has been between 39 
and 16%) because it utilizes cash which in 
the future may be available for preferred 
stock dividends. The situation here is par- 
ticularly aggravated because the preferred 
stockholders have no voting power even 
with the present heavy dividend arrearages 
and the decision of the company in this in- 
stance to invest in the securities of its sub- 
sidiaries was made by directors who were 
elected not by the preferred stockholders 


but solely by the common stockholders. 

The proposed expenditure of cash to pur- 
chase securities of subsidiary companies 
might not only be inconsistent with the in- 
terests of preferred stockholders but would 
create an additional complication in the 
corporate structure of the United Light and 
Power holding company system. 


In view of the fact that debentures of 
the applicant were selling at a market 
price considerably below their face 
amount, it was said to be necessary that 
every step possible be taken to safeguard 
the interests of those security holders 
from whom the company proposed to 
purchase its own debentures. According- 
ly, for the protection of such investors, 
the commission found it appropriate 
that debentures be purchased only after 
an opportunity for tenders by all of the 
outstanding debenture holders, and that 
appropriate notice be given to such hold- 
ers of such opportunity, accompanied 
by information concerning the financial 
condition of the company. Acquisition 
of these debentures, while reducing the 
funds available for the payment of pre- 
ferred dividend arrearages, should, in 
the opinion of the commission, result in 
a reduction of fixed charges and an im- 
provement in the position of all stock- 
holders. Re United Light & Power Co. 
(File No. 70-125, Release No. 2348). 


Retirement Loss on Substitution of Busses for 
Street Cars 


Te New York commission author- 
ized the Rochester Transit Corpo- 
ration and a company leasing certain fa- 
cilities to the operating company to 
substitute busses for street cars through- 
out the city of Rochester. The commis- 
sion disagreed with the company, how- 
ever, as to the disposition of retirement 
losses. The company proposed to amor- 
tize retirement loss by paying a part from 
surplus and spreading the balance 
equally over the remaining life of out- 
standing notes, eighteen years. Commis- 
sioner Burritt, speaking for the com- 
mission, said: 


Even after charging off nearly $660,000 as 


proposed by the company, there would re- 
main an earned surplus of $178,331.45. As 
desirable as the retention of this entire 
amount may be, it is not necessary in the 
present condition of the company, and $178,- 
000 more of the retirement loss should be 
charged off to this surplus now. It seems 
likely that there will be a substantial con- 
tribution to surplus from earnings in 1940. 
It is also clear that the company’s probable 
net income will warrant amortizing the re- 
maining amount very much more rapidly 
than is proposed. Eighteen years is much 
too long a period. This retirement loss is 
almost the only remaining hangover of a re- 
cent unprofitable and unpleasant past. It 
should be amortized as soon as reasonably 
possible, without unnecessary hardship to 
holders of income notes, so that the com- 
pany may devote its undivided resources to 
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future service at the lowest possible rates, 
and the security owners be relieved of this 
burden. 

It may be argued with some force that no 
interest should be paid to security holders 
until these losses have been fully amortized. 
Certainly no dividends should be paid on 
common stock, but note holders may be en- 
titled to more consideration. When the cost 
of this property was ascertained, deprecia- 
tion determined, and income notes authorized 
in 1938, there was no suggestion that within 
three years it would be proposed to abandon 
entirely the surface rail property of this 
company. Nor was this foreseen by the 
commission, which must therefore accept 
responsibility for the depreciation reserves 
recommended by its engineers and approved 
by it, which events have shown to be inade- 
quate. 

Moreover, substitution of busses for 
cars at this early date was not voluntarily 
proposed by the company but was practically 
forced on it in 1940 by action of the common 
council of Rochester—an event which was 
also not foreseen. Under these conditions a 
reasonable period of amortization should be 
allowed. In no event should this period ex- 
tend beyond December 31, 1944, and it should 
be as much shorter as 40 per cent of annual 
net income permits. And of course the un- 
amortized rail loss cannot be considered in 
fixing rates, should occasion arise to do so 
in the meantime. 


e 


Permit and License Applications Dismissed by 
Federal Power Commission 


HE Federal Power Commission dis- 

missed an application for a pre- 
liminary permit covering six power plant 
sites because a license was sought for 
two of those plants, and also dismissed 
without prejudice an application for a 
license for plants at Cresta and Pulga, 
California, until the storage reservoir at 
Lake Almanor is included in a proper 
license. These applications were filed by 
the Pacific Gas and Electric Company, 
which has developments on the North 
Fork of the Feather river. 

Protests had been received objecting 
to power plant construction. Several pro- 
tests were based on the assumption that 
construction of the power plants would 
interfere with the Central Valley Project 
by preémpting the market which the lat- 
ter development could supply. Further 
objections were made that power devel- 
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It was also ruled that the company 
should not be permitted to capitalize re- 


. paving expense as this would only add to 


the intangible property in which the 
company has no title. Paving liability, 
it was held, should be disposed of in the 
same manner as retirement loss. 

Certain patrons insisted that the com- 
pany should try to operate a modernized 
street railway system, but the commis- 
sion said that this was an academic 
question so far as the commission was 
concerned. The application was by the 
local transportation company pursuant 
to a request by local authorities for ap- 
proval of complete bus substitution. 
There was no proposal by the company 
to modernize its railway equipment or 
even to make a trial of one or more 
streamlined cars. The commission, it 
was said, could not invade the field of 
management to direct the purchase or 
trial of modern cars so long as reason- 
ably good transportation service was 
provided, either by cars or busses. Re 
Rochester Electric Railway Co. et al. 
(Case Nos. 10171, 10172). 


opment of the stream would tend to de- 
stroy fish life and give the applicant a 
monopoly of the power sites in this river 
as well as destroy certain private proper- 
ties. The Water Project Authority of 
the state of California, acting in the in- 
terest of the Central Valley Project and 
on behalf of the state and those interests 
which the project would serve, protested 
against construction of any plants on the 
North Fork until the Central Valley 
Project is completed and the power out- 
put absorbed into the market of north- 
ern and central California. 

As an agency of the state of Cali- | 
fornia, said the commission, the Water 
Project Authority is entitled to prefer- 
ence over any private power company in 
the issuance either of a preliminary per- 
mit or a license, provided the applicable 
criteria required by §7(a) of the Fed- 
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eral Power Act are met. The commis- 
sion said: 

However, in the present instance the state 
application is for a power project which is 
under construction by the United States and, 
therefore, it would appear no license could 
be issued to the state of California nor to its 
agency, the state Water Project Authority. 

The Water Project Authority, as an agen- 
cy of the state of California, may protest 
against the issuance of a license to Pacific 
Gas and Electric Company for the Feather 
river development and such protest will be 
fully considered by the commission. It is 
observed, however, that no reference is made 
in support of the state protest to any proba- 
ble interference with the state water plan, 
which plan has been at least partially 
adopted and partially carried out. It is pre- 
sumed that if the proposed Feather river de- 
velopments are not in harmony with the state 
water plan the commission would have been 
so advised. 


Commenting on the Central Valley 
Project, the commission made the fol- 
lowing statement : 


We are here asked to give Federal ap- 
proval for construction of two power plants 
on the Feather river, the electric energy from 
which will go to an area also open to service 
from the Central Valley Project now under 
construction by the Bureau of Reclamation. 
This commission has certain responsibilities 
under the Federal Power Act which cannot 
be properly discharged in this instance with- 
out giving consideration to at least one other 
development in addition to the developments 
for which a license is here sought, not- 
withstanding construction of such other de- 
velopment is being undertaken by the Fed- 
eral government. This commission, em- 
powered and authorized by Congress to 
issue licenses for hydroelectric power proj- 
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ects, should not issue a license when any pro- 
posed power development, in the judgment 
of the commission, would not be in harmony 
with the provisions of §§7(a) and 10(a) of 
the Federal Power Act, which clearly indi- 
cate the congressional intention that such 
projects shall be best adapted to a compre- 
hensive plan to conserve and utilize in the 
public interest the water resources of the re- 
gion. 

The use of water for the development of 
electric energy must be justified economically 
by the sale or use of the energy so developed, 
and in examining this economic justification, 
we have given the question of market exten- 
sive study before reaching a decision upon 
the pending application. It would appear 
from an examination of all pertinent data 
that a license may be issued for the Cresta 
and Pulga plants only if their construction 
would be consistent with the public interest 
and in accord with the purposes set forth 
in the Federal Power Act. 


A major factor in the value of the 
Cresta and Pulga developments was said 
to be the flow contribution from Lake 
Almanor during periods of low water. 
From a consideration of the importance 
of Lake Almanor storage, it was said to 
be apparent that this reservoir is not a 
minor part of any project on the North 
Fork and that it should be included in a 
separate major license, which necessarily 
would contain the right to recapture the 
project at the end of the license period, 
or it should be included in any license 
issued for any future power develop- 
ments on the North Fork where the re- 
capture provision would necessarily be 
retained. Re Pacific Gas & Electric Co. 
(Opinion No. 54, Project No. 1391). 


Acquisition of Customers’ Instalment 
Paper from Dealers 


PERATING public utility subsidiaries 

were granted exemption from the 
provisions of §9(a)(1) of the Holding 
Company Act for the acquisition from 
dealers of customers’ instalment paper, 
by orders of the Securities and Ex- 
change Commission. The dealers were 
confined to the area served by the com- 
panies, and the customers were served 
with electric energy by the utility com- 
panies, 


Section 9(c)(3) of the act provides, 
among other things, that subsection (a) 
shall not apply to the acquisition by a 
subsidiary of a registered holding com- 
pany of such commercial paper as the 
commission may prescribe as appropri- 
ate in the ordinary course of business of 
the company and as not detrimental to 
the public interest or the interest of in- 
vestors or consumers. The commission 


has promulgated Rule U-9C-3(2) which 
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provides, among other things, that a sub- 
sidiary company may acquire “any obli- 
gation evidencing indebtedness of a cus- 
tomer for goods purchased from or 
services rendered by the acquiring com- 
pany.” The commission said: 

In the instant cases the appliances, for 
which the customer paper is payment, are 
to be purchased from dealers and not direct- 
ly from applicants; therefore, the above- 
cited rule does not apply. The record in 
these proceedings, revealing that the use of 


7 


Other Important Rulings 


T has been held by a Federal District 
Court that neither the common law nor 

the Shipping Act forbids the separation 
by a steamship company of a freight 
charge into some of its component ele- 
ments if the tariff clearly so provides. 
Sun-Maid Raisin Growers Association 


et al. v. United States, 33 F Supp 959. 


The California commission expressed 
the view that where two carriers serve 
the same general field, but not neces- 
sarily the same point, their services 
should be codrdinated and joint tariffs 
issued in order to provide the best and 
most readily usable service to the travel- 
ing public. Re California-Nevada 
Stages, Inc. et al. (Decision No. 33488, 
Application Nos. 19954, 19969, 21931, 
23175, 23178, 23198, 23264, 23271, 
23326, 23337). 


The Federal District Court, in denying 
an injunction to restrain discontinuance 
of telephone and teletype service to one 
using such facilities for the purpose of 
obtaining and disseminating race horse 
information to bookmakers and others, 
said that the telephone company was 
justified in discontinuing service to one 
who used the telephone facilities to com- 
municate with persons engaged in book- 
making activities made unlawful by state 
statute, since if the telephone company 
knowingly permitted such use, whether 


dealers for the sale of appliances is the 
customary and long-established practice of 
the present applicants, indicates no basis for 
our finding that the proposed acquisitions 
are unreasonable on the ground that the in. 
terest of the public, investors, or consumers 
will be adversely affected by this continued 
practice. We accordingly grant the re. 
quested exemption. 


Re Florida Public Service Co. et al. 
(File Nos. 70-150, 70-151, Release No, 
2333). 


the law was being violated by the cus- 
tomer or those with whom he did busi- 
ness, it thereby aided and assisted in 
violation of such statute. Kronenberg v. 
Southern Bell Telephone & Telegraph 
Co. 


The superior court of Pennsylvania 
has recently held that an electric com- 
pany is not unlawfully discriminating 
against one engaged in the business of 
distributing electric current for light, 
heat, and power and granting an unrea- 
sonable preference to an electric codpera- 
tive association by selling current to the 
latter at a lower rate, although the 
former buys more current each month, 
where the evidence shows a difference in 
service conditions, points of delivery, 
and apparatus furnished. Carpenter 1. 
Pennsylvania Public Utility Commis- 
sion. 


The appellate division of the New 
York Supreme Court, in annulling a 
commission order denying authority to 
discontinue certain trains, held that dis- 
continuance of two passenger trains 
should be permitted where the earnings 
per mile of the trains are a little over 
one-half the average of all the passenger 
trains on the division, which produces a 
deficit of more than $100,000. New York 
Central Railroad Co. v. Public Service 
Commission et al. 22 NY Supp(2d) 10. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports, 
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FEDERAL POWER COMMISSION 


Re Billings Gas Company 


[Docket No. G-152.] 


Re Ohio Oil Company 


[Docket No. G-153.] 


Re Mountain Fuel Supply Company 


[Docket No. G-154.] 
[Opinion No. 52.] 


Gas, § 2.1 — Jurisdiction of Federal Commission — Natural Gas Act. 


1. A person engaged in the production and gathering of natural gas and 
the subsequent transportation, or transportation and sale, thereof in inter- 
state commerce, is not exempt under § 1(b) of the Natural Gas Act, 15 
USCA § 717(b), relating to the production or gathering of natural gas, 
p. 322. 


Gas, § 2.1 — Jurisdiction of Federal Commission — Natural Gas Act. 


2. A company which produces and gathers natural gas in one state, trans- 
ports the same from the termini of the gathering lines to the state line, 
and there sells and delivers the gas to another company, which in turn 
transports the same to several cities and towns in another state where it 
is resold for ultimate public consumption, is a natural gas company within 
the definition of the Natural Gas Act, p. 322. 


Gas, § 2.1 — Jur-sdiction of Federal Commission — Natural Gas Act. 


3. A company which buys, and accepts delivery of, natural gas at a state 
line and which transports the same through a transmission pipe line to 
several cities and towns where it is resold for ultimate public consumption, 
the flow of gas through the interconnected facilities of the producing and 
transmission companies being a continuous transportation of natural gas in 
interstate commerce, is a natural gas company within the definition of the 


Natural Gas Act, p. 322. 


Gas, § 2.1 — Jurisdiction of Federal Commission — Natural Gas Act. 


4. A company engaged in the production and gathering of natural gas and 
also subsequently engaged in the transportation of such gas in interstate 
commerce for ultimate public consumption is a natural gas company within 
the meaning of the Natural Gas Act, p. 323. 
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Gas, § 2.1 — Jurisdiction of Federal Commission — Natural Gas Act — Segrega- 


tion of nonutility activities. 


5. The jurisdiction of the Federal Power Commission over a natural gas 
company attaches to the corporate entity, and compliance with the require. 
ments of the Commission’s applicable orders, rules, and regulations will be 
required of one having such status although certain activities do not involve 
the transportation of natural gas in interstate commerce or the sale of nat- 
ural gas for resale in interstate commerce, p. 323. 
Gas, § 2.1 — Jurisdiction of Federal Commission — Natural Gas Act. 

6. It is not a province of the Federal Power Commission to exercise a 
judgment respecting, or to advise or direct, the means whereby a natural 
gas company may legally relieve its nongas operating activities from the 
requirements of the Natural Gas Act; this problem is one for oa by 


the company itself, p. 323. 


[October 15, 1940.] 
gpm on application seeking a determination of status 
and presenting question whether applicants are natural gas 
companies within the meaning of the Natural Gas Act; appli- 
cants held to be such natural gas companies. 


By the Commission: These three 
proceedings are before the Commis- 
sion on applications seeking a determi- 
nation of status and present the ques- 
tion of whether the applicants are nat- 
ural gas companies within the mean- 
ing of the Natural Gas Act.’ 

[1] In our opinion in Re Columbi- 
an Fuel Corp. (1940) Docket No. G- 
143, 35PUR(NS) 3, we held that the 
corporation came within the exemp- 
tions of § 1(b) of the act * because it 
was engaged in the production and 
gathering of natural gas and made 
disposition of its product immediately 
upon completion of these operations. 
There was no transportation of nat- 
ural gas in interstate commerce be- 
yond the termini of the gathering 
lines. A person, however, engaged in 


the production and gathering of nat- 
ural gas and the subsequent transpor- 
tation, or transportation and sale, 
thereof in interstate commerce, would 
not fall within the same category. 
[2, 3] What are the facts pertain- 
ing to the companies now before us? 
The Ohio Oil Company produces and 
gathers natural gas in the state of Wy- 
oming, transports the same from the 
termini of the gathering lines to the 
Wyoming-Montana state line, and 
there sells and delivers the gas to the 
Billings Gas Company, which in turn 
transports the same through a trans 
mission pipe line to Billings, Montana, 
and to other cities and towns in the 
state where it is resold for ultimate 
public consumption. The flow of nat 
ural gas through the interconnected fa 





1Section 2(6) of the Natural Gas Act, 
15 USCA § 717a (6), defines a natural gas 
company as “a person engaged in the trans- 
portation of natural gas in interstate com- 

merce, or the sale in interstate commerce of 
such gas for resale.” 

2Section 1(b) of the Natural Gas Act, 15 
USCA § 717(b), state that “The provisions 
of this act shall apply to the transportation 
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of natural gas in interstate commerce, to the 
sale in interstate commerce of natural ga 
for resale for ultimate public consumptio! 
for domestic, commercial, industrial, or an 
other use, and to natural gas companies en 
gaged in such transportation or sale, but shal 
not apply ... to the production or gather 
ing of natural gas.” 
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cilities of the Ohio Oil Company and 
the Billings Gas Company to points 
of local distribution in Montana, is 
a continuous transportation of nat- 
ural gas in interstate commerce. Both 
the Ohio Oil Company and the Bill- 
ings Gas Company are persons engaged 
in such transportation and, therefore, 
come within the definition of natural 
gas companies in the Natural Gas Act 
and are not within the exemption of 
§ 1(b), supra. 

[4] The Mountain Fuel Supply 
Company is a corporation engaged in 
the business of producing, purchasing, 
transporting, distributing, and selling 
natural gas. It produces natural gas 
from wells in the states of Wyoming 
and Colorado. It owns and operates 
anatural gas pipe-line transmission 
system, extending from the points of 
production and gathering points to 
points of local distribution beyond the 
Wyoming-Colorado state line and be- 
yond the Wyoming-Utah state line, 
and its transmission pipe lines extend 
from the main transmission line to 
various cities and communities with- 
in the state of Utah. While this com- 
pany is engaged in production and 
gathering of natural gas, it is also sub- 
sequently engaged in the transporta- 
tion of natural gas in interstate com- 
merce for ultimate public consump- 
tion. The company is a natural gas 
company within the meaning of the 
Natural Gas Act. 

The Ohio Oil Company has asked 
that the Commission segregate the 
@portion of the company’s operations, 
if any, which may be subject to the 
Commission’s jurisdiction, in order 
that the company may be relieved of 
“reporting” with respect to such por- 
tion of its operations as may not be 
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subject to Commission regulation. 

[5] While it is true that certain ac- 
tivities of this company do not involve 
the transportation of natural gas in 
interstate commerce or the sale of nat- 
ural gas for resale in interstate com- 
merce, it is, nevertheless, the fact that 
this Commission’s jurisdiction over a 
person as a “natural gas company” at- 
taches to the person or the corporate 
entity and compliance with the re- 
quirements of the Commission’s ap- 
plicable orders, rules, and regulations 
will be required of one having such 
status. Obviously, this is essential, as 
the Supreme Court of the United 
States has aptly stated in Interstate 
Commerce Commission v. Goodrich 
Transit Co. (1912) 224 US 194, 216, 
56 L ed 729, 32 S Ct 436. 

pi" to show how a business 
which, in part at least, is interstate 
commerce, is carried on, in order that 
the Commission, charged with the 
duty of making reasonable rates and 
prohibiting unfair and unreasonable 
ones, may know the nature and ex- 
tent of the business of the corpora- 
tion, the cost of its interstate trans- 
actions and otherwise to inform itself 
so as to enable it to properly regulate 
the matters which are within its au- 
thority.” 

[6] It is not deemed to be a prov- 
ince of the Commission to exercise a 
judgment respecting, or to advise or 
direct, the means whereby the Com- 
pany may legally relieve its nongas 
operating activities from the require- 
ments of the Natural Gas Act. This 
problem is one for decision by the com- 
pany itself. 

Our determination and findings will 
be entered in accordance with this 
opinion. 
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FEDERAL POWER COMMISSION 


Re Pennsylvania Water & Power Company 


[Opinion No. 53.] 


Security issues, § 116 — Amortization of debt expense — Refunding. 


1. The deferment of unamortized discount and expense and call premiums 
on bonds redeemed, over a period subsequent to date of redemption, results 
in charging against the revenues of the future expenses or costs which are 
indissoluble parts of transactions effective only in the past, and permission 
for such deferment is a regulatory expedient which should be granted only 
upon a showing of necessity therefor in the public interest, p. 325. 


Security issues, § 116 — Amortization of debt expense — Refunding. 


2. To permit the amount of discount and expense associated with redeemed 
bonds, charged off in the past, to be included as a charge in the income ac- | 
count of current periods to which they do not relate would be improper, § | 
and permission therefor should be denied, p. 326. 


[October 15, 1940.] 


oe for permission to amortize, under the provisions 
of Balance Sheet Accounts Instruction 6-E of the Com- 
mission's Uniform System of Accounts for Public Utilities and 
Licensees, the unamortized discount and expense and call pre- 
mium associated with redeemed bonds; application demed. 


By the Commission: The Penn- 
sylvania Water & Power Company on 
July 17, 1940, filed an application for 
permission to amortize over a period 
of sixty-one months from March 1, 
1940, under the provisions of Balance 
Sheet Accounts Instruction 6-E of 
the Commission’s Uniform System of 
Accounts for Public Utilities and Li- 
censees, the unamortized discount and 
expense and the call premium associ- 
ated with its first refunding mortgage 
gold bonds, series B, 44 per cent, due 
March 1, 1968, which were called for 
redemption on or before March 1, 
1940. 

On January 26, 1940, the applicant 
sold $10,962,000, principal amount of 
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refunding mortgage and_ collateral 
trust bonds, 34 per cent series, due 
1970, at a price to the public of 105 
per cent of par, or a total premium for 
the entire issue of $548,100, and used 
the proceeds to redeem an equal 
amount of first refunding mortgage 
gold bonds, series B, 44 per cent, due 
March 1, 1968, at a premium of 3 per 
cent. 

The first refunding mortgage gold 
bonds, series B, 44 per cent, due 
March 1, 1968, were called for re 
demption on or before March 1, 1940 
and the amounts of unamortized debt 
discount and expense, call premium 
and other retirement costs associated 
with the issue as of March 1, 1940 
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which the applicant is requesting per- 
mission to amortize, are as follows: 


Unamortized debt discount and ex- 


pense as of March 1, 1940 $553,783.85 


Call premium (3% of $10,962,000) 328,860.00 
4,094.66 
-. $886,738.51 


Other retirement costs (trustees 
fees, etc.) 


eeeeesesces 


In 1934 applicant set up in a special 
debt discount and expense reserve, by 
a transfer from miscellaneous re- 
serves an amount equal to the balance 
of unamortized debt discount and ex- 
pense applicable to the series “B” 
bonds described above, and from 1934 
to 1939, no amounts thereof were 
charged to the income account but, 
instead, such charges were made 
Bagainst this special reserve. Under 
applicant’s proposal, the balance in 
@ this special reserve would be credited 
to surplus and the debit items men- 
tioned would be spread to the income 
account Over a sixty-one months’ pe- 
tiod subsequent to the date of re- 
demption of the bonds with which 
they were associated. According to 
the application, the Pennsylvania 
Public Utility Commision has author- 
ized the amortization of the amount 
of $886,738.51 involved therein over 
the sixty-one months’ period referred 
to and, in addition, has authorized the 
transfer of the balance in the special 
reserve ($553,783.05 as of March 1, 
1940) to the surplus account. 

Balance Sheet Instruction 6—E pro- 
vides as follows: 

“When the redemption of one is- 
sue or series of bonds or other long- 
term obligations is financed by anoth- 


er issue or series before the date of 
maturity of the first issue, any un- 
amortized discount, expense or pre- 
mium on the first issue and any pre- 
mium paid or discount earned on re- 
acquirement shall be debited or cred- 
ited, as appropriate, to Account 414, 
Miscellaneous Debits to Surplus, or 
Account 401, Miscellaneous Credits to 
Surplus, provided, however, that if 
the utility desires to amortize any of 
the discount, expense, or premium as- 
sociated with the issuance or redemp- 
tion of the first issue over a period 
subsequent to the date of redemption, 
the permission of the Commission 
must be obtained.” 

[1] In this instruction the Com- 
mission has recognized the sound ac- 
counting doctrine that upon the re- 
demption of securities and the conse- 
quent removal of the principal 
amounts thereof from the books of 
account, all charges and costs incurred 
in connection with their issuance and 
retirement should likewise be removed 
from the accounting records. The 
deferment of unamortized discount 
and expense and call premiums on 
bonds redeemeed, over a period sub- 
sequent to date of redemption results 
in charging against the revenues of 
the future, expenses or costs which 
are indissoluble parts of transactions 
effective only in the past. Permis- 
sion for such deferment is a regula- 
tory expedient which should be grant- 
ed only upon a showing of necessity 
therefor in the public interest. No 
such showing has here been made. 

Automatic deferment of such 





1“The first alternative, writing-off the 


nium amounts to earned surplus when the refund- 


ing takes place, conforms more closely than 
any other to hitherto accepted accounting doc- 
tines and has the support-of a decision of the 
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Supreme Court and the approval of many 
regulatory bodies.’ Accounting Research 
Bulletin No. 2, issued by the Committee on 
Accounting Procedure of the American In- 
stitute of Accountants, September, 1939. 
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charges over the life of the new or 
refunding bonds is a dangerous regu- 
latory expedient which, in some cases, 
has resulted in the pyramiding of the 
items in question until they have 
reached dangerous proportions. The 
deferment of unamortized discount 
and expense and call premium on 
bonds redeemed, over the remaining 
original life, is also not a safe, gen- 
eral rule to follow. Moreover, the 
carying forward of discount expense 
and call premiums associated with the 
so-called second and third generation 
issues, that is to say issues two or three 
times removed from the presently out- 
standing bonds, is especially to be 
avoided. 

There are times when a departure 
from the immediate charge-off rule is 
justified in order to achieve benefits 
which might otherwise be foregone or 
in order to protect a particular class 
of investors or present ratepayers. 
When the amount to be charged off is 
so large as to convert a surplus into 
a deficit, it is not likely that refunding, 
with its attendant savings, would be 
resorted to unless amortization is per- 
mitted. There are times, too, when 
the strict enforcement of the rule 
might prevent a utility from financing 
with equity securities or might ad- 
versely affect some class of equity se- 
curity holders, such as_ preferred 
stockholders. Here, too, a relaxing 
of the rule not as a matter of account- 
ing principle, but as a regulatory ex- 
pedient may be sanctioned. In other 
words, just as extraordinary losses 
due to fires, storms, floods, etc., as a 
regulatory expedient, may be amor- 
tized over a reasonable period subse- 
quent to their occurrence, so unamor- 
tized discount and expense and call 
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premiums associated with bonds is- 
sued and redeemed in the past may 
also, as a regulatory expedient, be 
spread over a reasonable period in the 
future. The same principle would 
seem to hold in both cases; namely, 
that the immediate charge-off should 
be as great as the circumstances will 
permit without unduly affecting secu- 
rity holders or present consumers, and 
the balance should be spread over thei ' 
shortest reasonable period. Generally,} 
in considering a reasonable amortiza- 
tion period, the annual savings due to 
the refunding should be applied to the 
balance in the unamortized debt dis-| 
count and expense and call premium 
account before any improvement inj 
the income account is reflected as re-| 
sult of the refunding transaction. It} 


follows that saving in income taxes,]j" 


due to the refunding, should be ap-j 
plied to the items in question in thej 
year such savings are realized. 

[2] As already pointed out, the 
discount and expense associated with 
the 44 per cent, series B, bonds were 
charged off currently to the special 
reserve. The income account of the 
applicant has, therefore, been relieved 
of charges for the items mentioned 
for the year 1934 and _ subsequent 
years during which the bonds were 
actually outstanding. In effect, the 
entire discount and expense relating 
to these bonds has already been 
charged off. Approval of the appli- 
cation would mean that the income ac- 
count for years when the bonds are 
not outstanding would bear charges 
from which the account was relieved 
during the years when the bonds were 
outstanding. To permit the amount 
of discount and expense charged off 
in the past to be included as a charge 


326 





RE PENNSYLVANIA WATER & POWER CO. 


in the income account of current pe- 
tiods to which they do not relate would 
be improper and permission therefor 
should be denied. 

The earned surplus account of ap- 
plicant, as of December 31, 1939, ac- 
cording to its annual report filed with 
this Commission, is $4,128,866.12. 
Upon the application of the special 
reserve to the purposes for which it 
was created, namely, the charging off 
of the discount and expense on the 
4} per cent, series B bonds, $332,- 
954.66, would remain to be charged 
to the surplus account. The surplus 
account can easily absorb this charge 
without adversely affecting security 


ing holders, the company, or the public. 


The applicant has failed to show 
Tcircumstances justifying the defer- 
ment over a period subsequent to date 
of redemption, of the unamortized 
debt discount and expense and call 
premium associated with its first re- 
funding mortgage gold bonds, series 
B, 44 per cent, and, accordingly, the 
application will be denied and an order 
to this effect will be entered. 


ORDER 


Upon application of Pennsylvania 
Water & Power Company, filed July 
17, 1940, pursuant to the provisions 
of Balance Sheet Accounts Instruc- 
tion 6-E of the Commission’s Uni- 
form System of Accounts prescribed 
for Public Utilities and Licensees, for 
permission to amortize debt discount, 
expense, and call premiums of a cer- 
tain refinanced and redeemed bond is- 
sue ; 


The Commission, having consid- 
ered said application and other matters 
mof record, and having on this date 
made and entered its Opinion No. 53, 
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which is hereby referred to and made 
a part hereof by reference, finds that : 

(1) The applicant owns and oper- 
ates facilities for the transmission of 
electric energy in interstate commerce 
and for the sale of electric energy at 
wholesale in interstate commerce, is 
engaged in the business of such trans- 
mission and sale, and is, therefore, a 
public utility within the meaning of 
the Federal Power Act; 

(2) The applicant operates and 
maintains, for the purpose of develop- 
ing electric power, a “project” across 
and in the Susquehanna river at Mc- 
Call’s ferry near Holtwood, Pennsyl- 
vania, navigable water of the United 
States, and is, therefore, subject to the 
jurisdiction of the Commission as de- 
termined by its order adopted Novem- 
ber 3, 1939 (Docket No. IT-5524), 
31 PUR(NS) 1; 

(3) As of December 31, 1939, the 
Earned Surplus Account of applicant 
amounted to $4,128,866.12; 


(4) The applicant can dispose of 
the entire amounts of unamortized 
debt discount, expense, call premium 
and other retirement costs ($886,- 
738.51) currently without disturbing 
its financial position as follows: 


$553,783.85 
332,954.66 


$886,738.51 


(5) The proposed plan of the ap- 
plicant for amortization over a period 
of sixty-one months subsequent to 
March 1, 1940, is not in the public 
interest and is at variance with the 
best accounting practice requiring that 
debt discount, expense, and call pre- 
miums applicable to retired bond is- 
sues be disposed of concurrently with 
the retirement of the bonds; 
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(6) Good or sufficient cause has 
not been shown why permission of 
the Commission should be granted for 
an exemption from the provisions of 
Balance Sheet Accounts Instruction 
6-E; 

Therefore, the Commission orders 
that : 

(A) The permission sought by the 
application of Pennsylvania Water & 
Power Company for exemption from 
the provisions of Balance Sheet Ac- 
counts Instruction 6-E of the Com- 
mission’s Uniform System of Ac- 
counts for Public Utilities and Li- 
censees for the purpose of amortizing 
unamortized debt discount, expense, 
and call premiums associated with the 


refinanced and redeemed first refund 
ing mortgage gold bonds series “B, 
44 per cent, due March 1, 1968, be and 
it is hereby denied ; 

(B) Pennsylvania Water & Powe 
Company shall, within thirty days 
after issuance of this order, submit to 
the Commission the journal entries if 
proposes to make in conformity witl 
this order ; 

(C) Nothing contained in this or¥ 
der shall be construed to relieve Penn] 
sylvania Water & Power Company 
from any lawful orders or require 
ments of the Pennsylvania Public 
Utility Commission made under thé 
authority of the laws of the state off 
Pennsylvania. | 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Public Service Corporation | 


[SB-2292, 2-SB-34, 2-SB-68. ] 


Dividends, § 6 —Restriction — Removal — Financial improvement. 
A public utility company, restricted as to payment of dividends on com# 
mon stock until adequate provision is made for preferred stock dividends 
may properly be released from the restriction upon a showing that its finan 
cial condition has so improved that the condition is no longer necessary. 


[August 14, 1940.] 


a for cancellation of restriction on common stock divi- 
dend payments; petition granted. 


By the Commission: On August 
1, 1940, Wisconsin Public Service 
Corporation, a public service corpora- 
tion, filed an application for cancella- 
tion of the restriction on earned sur- 
plus contained in our order dated Feb- 
ruary 21, 1935, docket SB-2292 and 
2-SB-—34, and incorporated by refer- 
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ence in our order dated May 22, 19368 
docket 2—SB-68, as said orders weré 
previously modified by order dated 
February 24, 1939. 

The condition which petitioner seeks 
to have canceled, as modified by orde 
of February 24, 1939, is as follows: 

“That on and after the date of the 
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wder corporation shall declare or pay 
0 dividends of any kind on common 
tock until earned surplus is equal to 
it least full dividends for one year on 
tal outstanding preferred stocks aft- 
¢ provision for any preferred stock 
iividends in arrears and then only if 
arned surplus is not reduced to less 
han the full dividends on outstand- 
ing preferred stocks for one year.” 
Petitioner claims that the present 
farned surplus considerably exceeds 
ihe requirement imposed by the above- 
qoted condition and that its board of 
lirectors does not contemplate any ac- 
‘ion inconsistent therewith. Further, 
Fie petitioner claims that the restric- 
dion so imposed is unusual and unless 
Gustified by exceptional conditions, 
Avhich it claims are not present here, 
Ms discriminatory. It claims also that 
he corporation’s present financial con- 
ition and the substantial improvement 
made during the past five years war- 
ant cancellation of the restriction on 
garned surplus and the removal of the 
Hplication that the corporation’s of- 
ieers and directors would not decide 
juestions relating to the payment of 
lividends on common stock on a sound 
ind conservative basis. 
With its application petitioner sub- 
mitted a comparative balance sheet as 
f November 30, 1938, and June 30, 
940. The November 30, 1938, bal- 
hice sheet was the most recent state- 
ent available to the Commission at 
"We time of issuance of its order of 
february 24, 1939, when the present 
podified restriction on earned surplus 
#°s imposed and certain other condi- 
lons contained in the orders of Feb- 
ary 21, 1935, and May 22, 1936, 
re canceled or modified. The pur- 
hse of comparison of that balance 
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sheet and the one dated June 30, 1940 
is to show the improvement which has 
occurred since this matter was previ- 
ously considered by the Commission. 


These statements are presented below 
as Table I: 


Tasie I 
CoMPARATIVE BALANCE SHEETS 
Nov. 30, June 30, 
1938 1940 

Assets and other 

debits: 
Utility plant in serv- 

ice $44,433,346 $44,592,952 
Construction work in 

progress 3,372,122 685,615 
Utility plant held for 

future use 830,532 705,560 
Utility plant acquisi- 

tion adjustments .. 


Total utility plant $48,636,000 $49,026,190 
Investment and fund 
accounts 
Current and accrued 
assets 
Unamortized debt dis- 
count and expense 
Other deferred debits 
Captial stock expenses 


Total assets and 
other debits .. $60,305,728 $59,911,298 


Nov. 30, June 30, 
1938 1940 





4,385,018 
3,358,247 
3,013,205 


481,061 
432,197 


4,360,346 
2,918,838 
2,775,482 


392,470 
437,972 





Liabilities and other 
credits: 
Common stock $9,000,000 $9,000,000 
Preferred stock 13,197,700 13,197,700 
Bonds 26,998,000 *26,498,000 
Notes payable to banks 600,000 
Other current and ac- 
crued liabilities ... 1,868,340 
Deferred credits .... 71,059 
Reserve for deprecia- 
5,604,560 
925,814 


tion 
277,407 


Reserve 
gencies 
253,525 
652,339 


1,896,786 
72,925 


6,345,164 


1,005,217 
319,723 


266,196 


for contin- 
Other reserves 
Contributions in aid 
of construction 
Capital surplus 
Reserve for accumu- 
lated undeclared 
preferred dividends 
Earned surplus unap- 
propriated 


647,240 


209,744 — 1,309,587 





Total liabilities and 
other credits ... $60,305,728 $59,911,298 


* Sinking-fund deposit of June 1, 1940 of 
$250,000 deducted. 
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Petitioner directs attention to the 
fact that, as shown by a comparison 
of the balance sheets, from November 
30, 1938, to June 30, 1940: 

1. Net additions to plant (exclud- 
ing adjusting entries) have been $821,- 
000 even after the retirement of street 
railway property at Wausau. 

2. Unamortized debt discount and 
expense has decreased $237,723. 

3. Bonds outstanding have 
creased $500,000. 

4. Notes payable to banks have de- 
creased from $600,000 to zero. 

5. Depreciation reserve has in- 
creased from $5,604,560 to $6,345,- 
164 and now amounts to 14 per cent 
of plant. 

6. Earned surplus has increased 
from $209,744 to $1,309,587. 

7. Delinquent preferred dividends 
of $647,240 have been paid in full and 
no delinquency now exists and the 
company is presently paying common 
dividends at the rate of 4 per cent per 
annum. 

Unquestionably substantial improve- 
ment in the financial position of the 
petitioner has been accomplished, and 
if comparison were made with the fi- 
nancial situation as it existed when 
the conditions of our order of Febru- 
ary 21, 1935 were first imposed, the 
improvement would be even more ap- 
parent. In fact, the present financial 
condition of the corporation repre- 
sents to a marked extent the realiza- 
tion of the aims of the Commission in 
originally imposing terms and condi- 
tions for the issuance of securities. 

Section 184.11, Statutes, provides 
that whenever the Commission finds 
that the capital of a public service cor- 
poration is impaired it may, after no- 
tice and hearing, issue an order direct- 
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ing the utility to cease paying divi- 
dends on common stock until the capi- 
tal impairment has been made good. 
Hence, the Commission has continu- 
ing jurisdiction to prevent improper 
common stock dividend payments. 
Consideration being given the cur- | 
rent financial condition of petitioner | 
and the substantial improvement there- | 
in since our previous orders and our | 
general statutory powers concerning 
common stock dividends, we believe 
that the petitioner may be released 
from the restriction on its earned sur- 
plus account which we have previous- | 
ly imposed. 


Finding 


The Commission finds: 

That the financial condition of peti- 
tioner has improved sufficiently since 
the issuance of our orders of Febru- 
ary 21, 1935, and May 22, 1936, as 
modified by order of February 24, 
1939, that the condition therein im- 
posed restricting the dividends on 
common stock unless earned surplus 
was equal to at least full preferred 
dividends for one year, which condi- 
tion was deemed necessary to afford 
reasonable protection to purchasers of 
the securities, may now be canceled 
and that such cancellation is consist- 
ent with the public interest. 


ORDER 


It is therefore ordered: 

1. That condition No. 1 of the cer- 
tificate of authority dated February 
21, 1935, SB—2292 and 2-SB-34, like- 
wise incorporated by reference in cer- 
tificate of authority dated May 22, 
1936, 2-SB-68, as modified by orde 
dated February 24, 1939, be and is 
hereby canceled. 
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2. That except as hereby amended as modified by order of February 24, 
said certificates of authority dated 1939, shall remain in full force and 
February 21, 1935, and May 22, 1936, effect. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re All America Cables & Radio, 


Incorporated 


[Case No. 9975.] 


Commissions, § 36 — Jurisdiction — International communication company. 
1. A New York corporation operating an international cable, radiotele- 
phone, and radiotelegraph service is subject to the jurisdiction of the state 
Commission although no part of its revenues is derived from intrastate 
operations in New York, p. 334. 


Accounting, § 14 — Abandoned rights — Grants and concessions. 


2. The only grants from foreign governments which may properly appear 
on an international cable and radio corporation’s books are those which are 
still in full force and effect, and these should be represented in the accounts 


only to the extent of the remaining life of the existing authorizations, p. 
337. 


Accounting, § 14 — Abandoned property — Cost of concessions — Proof. 


3. The entire cost of acquiring, for an international cable and radio cor- 
poration, unexpired concessions from foreign governments should be writ- 
ten off the corporation’s property account if the Commission cannot obtain 
any segregation of the unexpired amounts, p. 337. 


Accounting, § 14 — Expired rights — Cost of concessions — Property account 
— Surplus. 

4. The cost of an international cable and radio corporation’s concessions 

in foreign countries should be written off the corporation’s property account 

and charged to surplus, where such concessions have expired, even though 

the corporation may be allowed to continue business by sufferance, p. 337. 


Accounting, § 14 — Amortization of expired concessions and grants — Nature of 
grants. 
5. An international cable and radio corporation having concessions in 
foreign countries which are terminable at the will of the government should 
provide for the amortization of the book cost of such grants, p. 338. 
Accounting, § 14 — Amortization of amounts for grants and concessions — 
Nature of grants. 
6. A part of the sum entered in the property account of an international 
cable and radio corporation representing grants and concessions in certain 
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foreign countries should be amortized where the grants are entered at a 
total book cost, no term is fixed, and the corporation still is operating under 
the authority given, p. 338. 


Accounting, § 23 — Capital charges — Cost of concessions — Surplus account. 
7. The reasonable expenses incurred by an international cable and radio 
corporation in connection with the change in the term of foreign conces- 
sions and grants are proper capital charges, but they should be charged 
off to surplus where they have not been segregated, p. 338. 


Accounting, § 14 — Capital charges -— Cost of acquiring concessions — Amor- | 
tization. : 

8. The reasonable cost of acquiring wireless concessions in foreign coun- | 

tries for an international cable and radio corporation is a proper capital | 
charge, but an amortization reserve should be created equal to the propor- | 
tionate part of the expired life of such concessions, p. 338. 


Accounting, § 13 — Plant and equipment account — Unrelated items. 
9. Items unrelated to any construction work or existing property should | 
be written off a utility’s plant and equipment account, p. 339. 

Accounting, § 13 — Assets — Capitalizing profits. 
10. No company may list as an asset, and attempts to capitalize, profits by 


entering upon its books as an asset an amount of money which has never 
been paid out or invested, p. 339. 


Accounting, § 14 — Assets — Money paid for nonexisting property. 
11. A public utility may not carry as an asset the amount paid for property 


which no longer exists, but such amount should be credited to the asset 
account and charged to surplus, p. 339. 


Accounting, § 13 — Entry of assets — Liability offset. 
12. It is improper for a public utility to enter any amount as an asset even 
though a corresponding liability account be shown prior to the actual acqui- } 
sition of property representing such asset, p. 339. 


Accounting, § 12.1 — Surplus account — Construction work in progress — Legal 
fees. 
13. Legal fees paid by an international cable and radio corporation for 
services in obtaining special foreign cable laws and decrees in the past 
should be charged to surplus when taken out of the construction-work-in- 
progress account, p. 340. 


Accounting, § 36 — Loss on foreign securities — Depreciation account. 


14. An international cable and radio corporation’s loss on foreign securities 
should be charged to surplus, and the reserve for depreciation of invest- 
ments should be credited, p. 340. 


Accounting, § 12.1 — Uncollectible items — Doubtful accounts. 
15. An amount representing an uncollectible draft should be written off 
to the reserve for doubtful accounts, p. 342. 

Accounting, § 12.1 — Claims for damages — Surplus account. 


16. An international cable and radio corporation should charge to surplus 
a claim against a steamship company for damages to its cable where the 
courts have ruled adversely, p. 342. 
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Accounting, § 28 — Maintenance and depreciation expense accounts. 

17. It is improper for an international cable and radio corporation to charge 
its maintenance and depreciation expense account with the cost of main- 
tenance and depreciation accruals and to credit monthly charges to a tele- 
phone company under a contract providing for use of its lines, consisting 
of maintenance, depreciation, and return to the respective operating ex- 
pense accounts and interest income, since the amount received from the 
telephone company was either rental or operating income and the amount 
received was the total of maintenance, depreciation, and return, p. 343. 
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Accounting, § 12.1 — Fixed plant and equipment account — Money received for 
subsidies. 
18. Money received by an international cable and radio corporation as a 
subsidy from a foreign country for a cable connection should be credited 
to the fixed plant and equipment account or entered as a grant in aid of 
construction on the liability side of the balance sheet rather than to surplus 
through profit and loss account, p. 344. 
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Accounting, § 36 — Capital surplus — Difference between cost of stock and par 
value. 
19. The difference between the par value of stock acquired by a company 
and the price paid therefor should be credited to capital surplus rather 
than to earned surplus, p. 346. 


[July 10, 1940, August 7, 1940.] 


hould 


ts by 
never | 


earners of financial condition, property accounts, bal- 
ance sheets, contracts, and twncome of cable and radio 
corporation; order in accordance with opinion. 


> 


APPEARANCES: Gay H. Brown, 
Counsel (by Raymond J. McVeigh, 
Principal Attorney), for the Public 
Service Commission; J. H. Merrick, 
New York city, Attorney, for all 
America Cables and Radio, Inc.; 
Howard L. Kern, New York city, At- 
torney, for All America Cables and 
Radio, Inc.; Davis, Polk, Wardwell, 
Gardiner & Reed (by Havens Grant 
and Morton Fearey), New York city, 
Attorneys, for All America Cables and 
Radio, Inc.; Beverly R. Myles, New 
York city, Attorney for All America 
Employees’ Association. 


MALTBIE, Chairman: The All 
America Cables and Radio, Inc., was 
originally incorporated in the state of 
New York, February 1, 1881, under 
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the name of Central and South Amer- 
ican Telegraph Company, with an au- 
thorized capital stock of $5,000,000. 
Its name was changed to All America 
Cables, Inc., by certificate filed with 
the secretary of state on February 21, 
1920, and subsequently to the present 
name by certificate filed August 24, 
1938. The capital stock was increased 
from time to time, the maximum be- 
ing $40,000,000 by certificate filed 
December 16, 1922; but none of these 
changes was submitted to this Com- 
mission for its approval. This 
amount was decreased to $30,000,000, 
consisting of 400,000 shares each of a 
par value of $75 by the filing of a cer- 
tificate on October 17, 1938. 

By petition dated December 28, 
1939, the company asked permission 
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to reduce its authorized capital stock 
from $30,000,000 to $24,523,750 and 
its issued and outstanding stock from 
$20,681,775 to $15,205,050 through 
the cancellation and retirement of 73,- 
023 shares of its capital stock now held 
in its treasury. This case is still pend- 
ing. 

[1] The All America Cables and 
Radio, Inc., is organized to conduct an 
international cable, radiotelephone, 
and radiotelegraph service. It oper- 
ates a cable system between New York 
city and Central and South American 
points and the West Indies. It also 
operates direct radiotelephone and 
radiotelegraph service between New 
York city and various places in South 
America. 

Its franchises and concessions are 
expressed in a number of governmen- 
tal authorizations, permits, and de- 
crees. These instruments purport to 
grant (a) the right to land, maintain, 
and operate submarine cables, (b) 
the right to construct, maintain, and 
operate land telegraph lines, and (c) 
the right to construct, maintain, and 
operate radio communication stations. 
These documents are either for fixed 
terms subject to cancellation for causes 
specified therein or for indefinite terms 
terminable at the will of the respective 
governments. 


No part of the revenues of the com- 
pany is derived from intrastate opera- 
tions in the state of New York. But 
as a New York corporation, the com- 
pany is subject to the jurisdiction of 


this Commission. However, the com- 
pany had never filed prior to 1939 the 
annual reports required from such 
utilities. When this fact was brought 
to the attention of the company, a 


report was filed for the year ended 
December 31, 1938. 

In Case 9897, the Commission was 
petitioned by the Postal Telegraph 
System, Inc., for consent to acquire all 
of the outstanding stock of the Postal 
Telegraph Cable Company; by Com- 
mercial Mackay Corporation for con- 
sent to acquire all of the outstanding 
stock of the Commercial Cable Com- 
pany, and not less than 25 per cent of 
the outstanding stock of Commercial 
Pacific Cable Company; and by All 
America Corporation for consent to 
acquire not less than 99.88 per cent 
of the outstanding stock of All Amer- 
ica Cables and Radio, Inc. This ap- 
plication anticipated the reorganiza- 
tion of certain companies in the tele- 
graph, cable, and radio systems of the 
International Telephone and Tele- 
graph Corporation, which controlled 
directly or indirectly the various com- 
panies and others. 

It is unnecessary in this proceeding 
to discuss or even outline the various 
provisions for the reorganization of 
certain subsidiaries of the Internation- 
al Telephone and Telegraph Corpora- 
tion. The All America Cables and 
Radio, Inc., is not being reorganized. 
The All America Corporation, incor- 
porated May 10, 1939, in the state of 
Delaware, is to acquire nearly all of 
the common stock of the All America 
Cables and Radio, Inc. 

All America Cables and Radio is 
also under the supervision of the Fed- 
eral Communications Commission. 
The accounting system was prescribed 
by the Interstate Commerce Commis- 
sion, under § 20 of the Act to Regulate 
Commerce, and adopted by the Fed- 
eral Communications Commission aft- 
er it came into being. It is under- 
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stood that the Federal Communica- 
tions Commission is engaged upon a 
revision of the Uniform System of 
Accounts and that such new classifica- 
tion is expected to take effect January 
1, 1941. 

The dividends paid by All America 
C. and R. (as this company is herein- 
after called for convenience) since its 
inception have been as follows: 


Applicable 

to Years 
(OST Sed EES csi werid ceciwacnwesos 
1885-1889 “ 
1890-1894 
1895-1899 
1900-1904 
1905-1909 
1910-1914 
1915-1919 
1920-1924 
1925-1928 


540,742.00 
1,622,226.00 
675,927.50 
1,081,484.00 


Totals 


At a meeting of the board of direc- 
tors held on December 18, 1939, a cash 
dividend of 60.43 cents per share was 
declared payable on December 20, 
1939, to stockholders of record as of 
December 19, 1939. The dividend so 
declared and paid amounted to $139,- 
968.57 on 231,621 shares. 

At a special meeting of the board of 
directors held on February 7, 1940, a 
cash dividend of $3.75 per share was 
voted, amounting to $760,252.50, pay- 
able on 202,734 shares of capital stock 
actually outstanding. Of the divi- 
dends so paid on February 8, 1940, 
to the stockholders of record at the 
close of business on February 7, 1940, 
$759,408.75 representing dividends on 
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Paid in 


$1,041,716.00 
1,957,525.50 
2,406,094.00 
2,433,564.00 
2,626,623.00 
2,871,300.00 
4,266,940.00 
8,209,682.00 
7,645,590.75 
8,651,872.00 
10,003,727.00 
1,149,076.75 


$57,184,090.50 


202,509 shares were paid to the All 
America Corporation, the new holding 
company. The balance of $843.75 
was paid on 225 shares to several in- 
dependent stockholders. The pro- 
priety of these dividends will be con- 
sidered when the accounts have been 
analyzed. 

At a meeting of the board of direc- 
tors of the All America Corporation 


Paid in Stock 
and Scrip 


$1,041,716.00 
2,758,925.50 
2,406,094.00 
2,433,564.00 
4,559,273.00 
2,871,300.00 
8,687,140.00 
12,804,302.00 
7,645,590.75 
8,651,872.00 
10,003,727.00 
1,149,076.75 


$801,400.00 


1,932,650.00 


4,420,200.00 
4,594,620.00 


540,742.00 
1,622,226.00 
675,927.50 
1,081,484.00 


$68,932,960.50 


held on February 23, 1940, that com- 
pany declared a cash dividend of $30 a 
share amounting in the aggregate to 
$30,000 on its 1,000 shares outstand- 
ing. The payment of this dividend on 
February 27, 1940, was made in its 
entirety to the All America Cables and 
Radio Corporation, the next holding 
company in line. 

The examination in this proceeding 
of the affairs of All America C. and 
R. has not been complete. As no part 
of its revenues are derived from intra- 
state traffic, there is no possibility of 
assessment of costs upon the compa- 
ny, and the budgetary staff of the 
Commission has not been able to make 
an exterisive investigation of the com- 
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pany’s property and related accrued 
depreciation, which is urgently need- 
ed. An examination has been made 
by the accounting division of the bal- 
ance sheet accounts as of December 
31, 1938, except the plant and equip- 
ment and depreciation accounts. As 


Table 1. 


Balance Sheet Accounts 


(All America Cable and Radio, Inc.) 


Book Balances 
Dec. 31, 1938 

$10,468,094.48 
19,938,487.07 


479,752.53 


Assets 
Piant and Equipment to 1/1/1914 
Plant and Equipment since 12/31/13 
Present Worth of Contract to Purchase Leased 
Property Payable 4/1/1941 


Reductions 
Recommended 
Herein 
$1,758,778.03 

41,608.74 


439,752.53 


a result of this examination, certain 
corrections appear to be necessary. 


Proposed Accounting Adjustments 


A balance sheet of All America C. 
and R. as of December 31, 1938, is 
presented herewith (Table 1) also the 


Corrected 
Balances 
Dec. 31, 1938 
$8,709,316.45 
19,896,878.33 


40,000.00 





$30,886,334.08 


Construction Work in Progress 14,506.55 
Investment Securities 3,197,042.16 
Cash 5 tne 928,625.85 
Special Deposits 

Marketable Securities 

Bills Receivable 

Accounts Receivable from Customers and Agents 
Accounts Receivable from System Corporations 
Miscellaneous Accounts Receivable 

Matured Interest and Dividends Receivable .. 
Materials and Supplies 

Other Current Assets 

Prepaid Rents 

Prepaid Insurance 

Other Deferred Debit Items 


Total Plant and Equipment 


230.82 
496,687.34 
1,566,524.17 
186,872.48 
1,115.50 
264,413.00 


52,778.98 
3,051.37 


$2,240,139.30 
3,289.50 


$28,646,194.78 


11,217.05 
3,197,042.16 
928,625.85 
88,631.90 
35,191.81 


496,687.34 
1,566,524.17 
176,714.97 
1,115.50 
264,413.00 
5,712.44 
3,441.92 
52,778.98 
3,051.37 





$37,731,160.37 


Book Balances 
Dec. 31, 1938 
$20,681,775.00 


Liabilities 
Capital Stock (Less Reacquired) 


$2,253,817.13 


Adjustments 
Recommendeé 
Herein 


*$3,310,200.00 


$35,477,343.24 


Corrected 

Balances 
Dec. 31, 1938 
$17,371,575.00 





Grants in Aid of Construction 


204,842.86 


204,842.86 





Bills Payable 
Audited Vouchers and Wages Unpaid 
Customers’ Deposits 
Accounts Payable to System Corporations ... 55,419.19 
Miscellaneous Accounts Payable 185,133.93 
Matured Dividends Unpaid 393.50 
Other Current Liabilities 26,037.79 
Taxes Accrued 250,342.76 
Unmatured Rents Payable 65,939.03 
Reserve for Accrued Depreciation 11,577,855.72 
Reserve for Doubtful Accounts 90,558.28 
Reserve for Amortization of Intangible Capital 
Insurance and Casualty Reserves 229,514.45 
Pension and Benefit Reserves 340,189.20 
Other Deferred Credit Items 614,819.91 
Capital Surplus 3,018,925.00 
543,979.33 


24,536.23 
25,509.06 
201.99 


*3,980.67 
* 230.82 
48,735.24 


480,747.17 
*386,835.09 
3,023,567.96 
*2,310,463.78 


24,536.23 
25,509.06 

201.99 
55,419.19 


65,939.03 
11,573,905.05 
90,327.46 
48,735.24 
229,514.45 
820,936.37 
227,984 ,82 
6,042,492.96 
+1,766,484.45 





Surplus (Profit and Loss) 
$37,731,160.37 
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adjustments proposed and the correct- 
ed balances. In Case 10,095, there 
are certain other changes to be made 
in the accounts but as the record in the 
instant case does not fully cover 1939, 
those changes will not be discussed 
here. 


Grants and Concessions 


[2] On December 31, 1938, there 
was included in the balance sheet ac- 
count “Plant and Equipment to Jan- 
uary 1, 1914” $1,789,478.03, repre- 
senting the grants, concessions, and 
authorizations obtained from various 
South and Central American coun- 
tries. The original grants were for 
definite periods with one exception 
which did not contain any limitation as 
to time. The company has been al- 


lowed to continue doing business even 
where the terms of the grants have 
expired. 


In one instance, there was 
a later agreement under which the 
company is now doing busines in Mex- 
ico. 

Although these original grants were 
for limited periods with one exception, 
no provision seems to have been made 
for the amortization of the book cost. 
The argument made by the company 
for the failure so to do runs as fol- 
lows: While there were limits to the 
original grants, the company has con- 
tinued to do business and therefore is 
virtually operating under authority 
originally granted and should not 
therefore amortize the amount carried 
in its accounts representing such 
grants. 

The trouble with this argument is 
that it is founded upon false premises. 
Where the grants have expired, the 
company is operating merely by suf- 
ferance and the rights obtained under 
[22] 
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an expired grant have no value and 
may not only be worthless but may be- 
cause of their expiration cause the 
company considerable loss. However, 
this is speculative. The one undenia- 
ble and outstanding fact is that where 
a grant has expired by lapse of time, 
it has no value and the company has 
nothing of any value to represent 
whatever it may have entered on its 
books either as the cost or the value of 
such original concession. The only 
grants which may properly appear in 
the accounts of the company are those 
which are still in full force and effect ; 
and these should be represented in the 
accounts only to the extent of the re- 
maining life of an existing authoriza- 
tion. 

[3] Certain of these grants from 
Mexico, Nicaragua, Guatemala, Costa 
Rico, and Columbia stand in the prop- 
erty account at $500,500. If it were 
possible to determine the reasonable 
cost of acquiring the concessions 
which have not expired, that reason- 
able cost in part should be retained. 
But the accountants for the Commis- 
sion were unable to obtain any segre- 
gation and under the rule ordinarily 
applied to such instances, unless the 
company can produce a figure which 
can be accepted, the entire amount 
should be written off and the order 
will so provide. 

[4] Certain other concessions from 
Columbia, Peru, and Ecuador are rep- 
resented in the property account by a 
book cost of $1,258,278.03. All of 
these grants have expired and even 
though the company may be allowed to 
continue business by sufferance, there 
is no definite agreement, grant, or con- 
cession which the accountants for the 
Commission have been able to find 
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which may properly be considered as 
the basis for a charge in the property 
account. Consequently, all of the 
amount last named should be written 
off by a credit to property account and 
a charge to surplus. 

[5] Eliminating the amounts above 
named, there remains in the balance re- 
lating to the period prior to 1914 $30,- 
700 representing two grants issued by 
Peru and Chile for indefinite periods. 
The company should provide for the 
amortization of the book cost of these 
grants, as they are terminable at the 
option of the government. They 
should not be carried indefinitely as 
assets equal to their cost. 

Whether All America C. and R. 
properly placed upon its books $1,- 
789,478.03 as representing the cost of 
grants, concessions, and authoriza- 


tions cannot be determined from the 
record. The company issued 15,000 


shares of capital stock for these 
grants, the par value of which was 
$1,500,000 and this was the basic en- 
try upon its books. In addition, there 
are various items charged to the prop- 
erty account amounting to nearly 
$290,000. The largest single item is 
$217,000 said to represent “capitaliza- 
tion of valuable concessions and con- 
tracts acquired by the company since 
1896 appraised as being worth not 
less than $217,000.” 

There is no support of this entry, 
which was apparently merely a writ- 
ing-up of grants and concessions 
which the company had already ob- 
tained. However, the question now 
before us is what should be done to 
make the accounts of the company 
reflect the present condition, and from 
this point of view the property account 
should be credited and surplus should 
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be debited in the amount of $1,758,- 
778.03 and the order will so provide. 

[6] The account representing prop- 
erty acquired since December 31, 
1913, contains $165,487.43 represent- 
ing grants and concessions obtained 
from Brazil and Bolivia. The former 
grant is entered at a total book cost of 
$127,859.36. No term is fixed and 
the company is still operating under 
the authority given in 1919. In the 
interest of conservative financing, part 
of this sum should be amortized. 

[7] The Bolivia concession origi- 
nally ran for ten years from Novem- 
ber 27, 1919. In 1928, the term of the 
grant was made indefinite, terminable 
at the option of the government. The 
book cost of both concessions is $37,- 
628.07. The reasonable expenses in- 
curred in connection with the change 
in the term of the concession are prop- 
er capital charges, but these have not 
been segregated and the entire amount 
should therefore be charged off to sur- 
plus. 

[8] Besides the above amounts, the 
plant and equipment account since De- 
cember 31, 1913, contains items total- 
ing $132,594.81 representing wireless 
concessions obtained from Nicaragua, 
Peru, Columbia, and Panama. These 
concessions run for periods from 
twenty to thirty years in length and 
one is renewable at the option of the 
holder for a 25-year term. The rea- 
sonable cost of obtaining these con- 
cessions is a proper capital charge, but 
an amortization reserve should be 
created equal to the proportionate part 
of the expired life to December 31, 
1938 (this being the date as of which 
all of the accounts are being consid- 
ered). There should be in this re- 
serve, according to this rule, $48,- 
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735.24. This reserve appears among 
the proposed adjustments to the liabil- 
ity side of the balance sheet and should 
be created by a transfer from surplus. 
The company has provided no amorti- 
zation reserve although in its Federal 
income tax return, it has included as 
an expense an amortization charge. 


Engineering and Superintendence 


[9] Although the accountants for 
the Commission have not been able to 
analyze the charges to the plant and 
equipment accounts, certain items in 
addition to the above have been found 
in the course of their investigations. 
Items totaling $3,980.67 do not relate 
to any construction work or property 
now in existence and should therefore 
be written off. The company has ac- 
crued in depreciation reserve $2,- 
388.42. There is a question whether 
the difference between the two items 
should not be charged to surplus in- 
stead of charging the full amount to 
the depreciation reserve. The ac- 
countants for the Commission recom- 
mend no charge to surplus and in view 
of the uncertainty as to the benefit ac- 
cruing from the expenditures original- 
ly made, this recommendation will be 
allowed to stand. 


Contract to Purchase Leased Property 
[10-12] Upon December 31, 1938, 


the balance sheet showed “present 
worth of contract to purchase leased 
property payable April 1, 1941, $479,- 
$2.53.” 


An agreement was made dated De- 
cember 31, 1928, between All America 
C. and R. and three French cable com- 
panies whereby the latter agreed to 
turn over to the former full and com- 
plete operation and control for a peri- 
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od of twelve years beginning January 
1, 1929, of all of the properties of the 
French companies. The grantee was 
to maintain and operate the properties, 
to pay all costs and expenses, and to 
retain the profit after deducting an- 
nually $60,000 plus 5 per cent of the 
excess of the gross receipts for current 
year over similar receipts for 1928, 
these amounts being paid annually to 
the French companies. 

Another agreement of the same date 
provided that All America C. and R. 
was to acquire the properties on or 
before April 1, 1941. Payment for 
this property consisted of $40,000 paid 
when the agreement was signed and 
$500,000 to be paid when the proper- 
ties were taken over. 


The first charge to capital was made 
at the time of the initial payment of 
$40,000 in April, 1929. As of De- 
cember 31, 1930, the company also 
charged to the account, with a concur- 
rent credit to “Deferred Liability— 
French Cable Company,” $271,557.80 
purporting to represent the then net 
worth of an obligation to pay $500,- 
000 not later than April 1, 1941. In 
1931 and in every year thereafter to 
the end of 1938, further entries were 
made purporting to represent the in- 
creasing current worth of the agree- 
ment to take over the property for 
$500,000. Such entries with 6 per 
cent interest per annum compounded 
quarterly, plus $19,587.50 paid in 
1932 for certain Santo Domingo land 
lines, created a balance of $479,752.53 
as of December 31, 1938. If the proc- 
ess is continued until April 1, 1941, 
it is expected the balance upon that 
date will be $540,000. 

The only payments actually made 
were $59,587.50, but the only invest- 
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ment or asset which the company has 
been entitled to place upon its books 
to represent the contract is $40,000. 
The company has entered upon its 
books as assets over $420,000, rep- 
resenting fictitious items even admit- 
ting that the All America C. and R. 
has agreements which produce a profit 
over and above a reasonable amount 
or that it will pay less than the true 
worth of the property which it is to ac- 
quire. No company is justified in list- 
ing as an asset and attempting to cap- 
italize profits by entering upon its 
books as an asset an amount of money 
which has never been paid out and 
which has never been invested. 

The amount paid for the Santo Do- 
mingo land lines ($19,587.50) should 
have been written off long ago. The 
company wrecked the property almost 
immediately after acquisition but it 
still carries as an asset the amount paid 
for property which no longer exists 
and the amount should be credited to 
the asset account and charged to sur- 
plus. 


The only thing which can be said in 
justification for such accounting meth- 
ods is that the company has a liability 
account as already indicated entitled 


“Deferred Liability—French Cable 
Company” which showed a balance up- 
on December 31, 1938, of $420,- 
165.03. In other words, whenever the 
company increased its asset accounts, 
it also increased a liability account 
which was carried among the deferred 
credit items. However, this also is 
improper accounting because there is 
no obligation to pay $500,000 until the 
property is actually acquired. In any 
financial report, the company should 
state the terms of this and other con- 
tracts but it is improper accounting to 
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enter any amount as an asset even 
though a corresponding liability ac- 
count be shown prior to the actual ac- 
quisition of property. 


Construction Work in Progress 


[13] The balance in this account on 
December 31, 1938, was $14,506.55. 
One project, open on the books since 
January, 1935, was for legal fees paid 
to Dr. Monson for special services in 
obtaining special cable law and decree 
and for Rio-Santos cable for local 
traffic. When the fact that these two 
items totaling $3,289.50 had been in 
the account for four years was brought 
to the attention of the company, they 
were written off to general and miscel- 
laneous expense. They should have 
been charge to surplus. 


Special Deposits 


[14] Of the balance in this account. 
$70,394.94 represented foreign gov- 
ernment bonds for the performance of 
contracts. They consisted of Co- 
lombian government bonds, 7 per cent 
Internas, maturing October 1, 1962, 
$39,258.55, and Brazilian government 
bonds, maturing 1942 to 1953, 
amounting to $31,136.39. Interest 
has been paid on the above bonds but 
the records of the company show a 
market value of — 


Colombian bonds $22,965 


Brazilian bonds 


If we follow the company’s practice 
to provide for the market loss on for- 
eign securities, $33,329.94 should be 
charged to surplus and the “Reserve 
for Depreciation of Investments,” in- 
cluded on the balance sheet under the 
caption, Other Deferred Credit 
Items, should be credited. 
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Investment—Cuban-All America 
Cables 

On December 31, 1938, the All 
America C. and R. owned the entire 
outstanding capital stock of the Cu- 
ban-All America Cables, Inc., consist- 
ing of 1,000 shares with a par value of 
$100 per share, which is carried on 
the All America C. and R. books at 
$100,000. All America C. and R. 
guarantees that the gross income of 
the Cuban Company shall be sufficient 
to pay its operating expenses and also 
agrees to pay the Cuban Company any 
sums which may be necessary to in- 
crease the gross receipts of the Cuban 
Company for that year to equal the 
operating expenses. Conversely, the 
Cuban Company agrees to pay to All 
America Company at the end of each 
year such part of its own gross re- 
ceipts as may exceed the operating 
expenses of the Cuban Company for 
that year. 

Since October 1, 1929, the effective 
date of the agreement, the Cuban 
Company has had a deficit each year, 
the aggregate of these deficits being 
$1,147,472.99, which has _ been 
charged to the account of All America 
C. and R. 

In addition to its investment in cap- 
ital stock, All America C. and R. owns 
demand certificates of Cuban-All 
America Cables, Inc., amounting to 
$433,399.64, acquired in September, 


Stock and scrip of All America Company at the rate of $180 per share ata 


For cash at $180 per share 
During 1922, stock dividend of 80% 
December, 1922, cash 


Total 


Deduct—February, 1927, decrease in capitalization of the Mexican 
company by transfer of net assets to the All America Company 


Balance after reduction in capitalization February 28, 1927 
March 9, 1927, sold to Western Union Telegraph Company 60% 


Balance December 31, 1938 ....cccscccssscccccccvesccsscceees 
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1929. These certificates are dated 
March 1, 1921, and do not bear inter- 
est. They are carried as “Accounts 
Receivable from System Corpora- 
tions,” an open account. 

The benefits obtained from this sub- 
sidiary have not been clearly present- 
ed. There has been no examination of 
the balance sheet of the Cuban-All 
America Cables, Inc., and accordingly 
no determination can be made as to ad- 
justing entries that ought to be made. 


Investment—Mexican Telegraph 
Company 

At the end of 1938, All America C. 
and R. owned 10,742 shares (40 per 
cent) of the common stock of the 
Mexican Telegraph Company. The 
balance of the capital stock of this 
company is owned by the Western 
Union Telegraph Company—a com- 
peting company. This stock is carried 
on the books of All America at $1,- 
074,200 which is the par value of the 
Mexican company stock. 

The process by which this amount 
was determined as the book cost of the 
stock is rather complicated. During the 
years 1919, 1920, and 1921, All Amer- 
ica acquired from various stockholders 
49,952 shares of the capital stock of 
the Mexican Telegraph Company, be- 
ing all of the outstanding shares of the 
company. The entire transaction may 
be summarized as follows: 


Shares Amount 


$8,981,640 
9,720 

40 
$8,991,400 
6,305,900 


$2,685,500 
1,611,300 


$1,074,200 
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89,914 
63,059 


26,855 
16,113 


10,742 











NEW YORK DEPARTMENT OF PUBLIC SERVICE 


It is apparent from the above that 
the book cost of the Mexican Compa- 
ny stock of $1,074,200 was somewhat 
arbitrarily determined and it is very 
doubtful whether All America C. and 
R. should carry this stock as an asset 
having a real worth of over one mil- 
lion dollars. The record in the case is 
too limited to enable one to decide 
what the proper asset value should 
be and this is one of the matters which 
must be left open for further deter- 
mination. 


International Telephone Building 
Corporation 


All America carried as part of its 
investment account 22,500 shares of 
the preferred stock of the Internation- 
al Telephone Building Corporation 
having a par value of $100 each and 
a 6 per cent cumulative dividend. The 
book cost of this stock as of December 
31, 1938, was $2,022,842.16. 

As this stock was disposed of in 
1939 and the accounting in relation 
thereto is not within the period here 
considered, this subject need not be 
discussed further except to say that 
measured by the dividends received the 
stock held by All America had no such 
value as indicated by the book figure. 


Bills Receivable 

[15] The balance of $230.82 on De- 
cember 31, 1938, represents a draft 
signed by the Star Film Distributing 
Company due December 13, 1938, 
which the company has been unable to 
collect. It should be written off to the 
reserve for doubtful accounts. 


Miscellaneous Accounts Receivable 


[16] The balance in this ac- 
count on December 31, 1938, was 
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$186,872.48. It comprised numer- 
ous subaccounts and amounts due 
in the usual course of business. In- 
cluded is a claim amounting to $10,- 
157.51 against the owners and op- 
erators of the S.S. Margot for dam- 
age by that steamer in March, 1936, 
to the company’s Ciudad Trujillo, D. 
R.—San Juan, P.R. cable. This claim 
has been litigated through the various 
courts of Santo Domingo and it is un- 
derstood that the Supreme Court has 
ruled against the company. Subse- 
quent to December 31, 1938, the com- 
pany set up a reserve against this claim 
by a charge to the current Maintenance 
Expense—Subaccount “Repairs to 
Ocean Cable Lines” account. It 
should have been charged to surplus 
and the order so provides. 


Reacquired Securities 


The company acquired through 


dividends from the Mexican Tele- 
graph Company in 1926, 5,440 shares 
of its common capital stock. On De- 
cember 31, 1938, the unsold portion 
amounted to 5,386 shares, which were 
charged against the earned surplus ac- 
count (profit and loss) at $100 par, 
although the new par value of the 
stock was $75 per share. It is, there- 
fore, proposed by the Commision ac- 
countants to transfer to the account 
“Reacquired Securities” from surplus 
the par value of 5,386 shares of $75 
par or $403,950. The concurrent 
credit is to surplus account. 

The company also reacquired 38,- 
750 shares of its capital stock at a 
price of $100 per share in accordance 
with the resolution of the board of 
directors, dated October 20, 1938, and 
this sum of $3,875,000 was charged 
to the capital surplus account. It is 
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now proposed to reflect this operation 
by a transfer from capital surplus to 
the account “Reacquired Securities” 
of $2,906,250, representing 38,750 
shares of capital stock at the par value 
thereof, $75 per share. 

These adjustments result in the re- 
cording on the books as of December 
31, 1938, the reacquirement of 44,136 
shares of capital stock with a par 
value of $75 per share or $3,310,200. 

In the balance sheet (supra) the 
total of the reacquired securities, 
amounting to $3,310,200, is deducted 
from the capital stock account to show 
as a liability only the securities issued 
and in the hands of the public. This 
is in accordance with the Uniform 
System of Accounts for Telegraph 
and Cable Companies prescribed by 
the Interstate Commerce Commission. 


The 38,750 shares were purchased 
from the International Telephone and 


Telegraph Corporation, the holding 
company, at $100 per share. While 
the board of directors of the All 
America C. and R. approved the pur- 
chase from the parent company at this 
price, there is a question whether the 
price set was a fair and equitable one 
and whether there was any arm’s- 
length bargaining. There is no testi- 
mony substantiating the price of $100 
per share or explaining the basis on 
which the price was predicated. There 
was and there is a small amount of 
stock of the All America C. and R. 
held outside of the system which might 
be affected by the price paid for the 
reacquired stock. 


Trans-Andean Line 


[17] In 1929, All America C. and R. 
owned and was operating certain tele- 
graph lines across the Andes in South 
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America. The International T. & T. 
Co. wanted to use these lines as a basis 
for establishing telephonic communica- 
tion and an agreement was made be- 
tween the two companies whereby All 
America C. and R. was to pay for the 
changes which had to be made and the 
International was to pay for the cost 
of maintenance, depreciation, and a 
6 per cent return. In the minutes of 
the board of directors of All America 
C. and R., there appears the following 
entry under date of April 18, 1929: 
“Resolved, that an expenditure of 
$150,000 to provide for the installa- 
tion of telephone circuits and other 
changes over the Transandine land line 
system, and $225,000 for improve- 
ments between Mendoza and Los 
Andes, be authorized, it being under- 
stood that The International Tele- 
phone and Telegraph Corporation will 
pay All America Cables, Incorporated, 
an amount annually equal to mainte- 
nance and depreciation charges on the 
part of said expenditure properly al- 
locable to telephone service plus 6 per 
cent per annum on said amount.” 


The total cost of the work upon 
which the International has been 
charged for depreciation, mainte- 
nance, and return is said to have been 
$553,097.70 which is included in the 
plant and equipment accounts on the 
books of the All America. 

The monthly charges to the Inter- 
national under this contract, consist- 
ing of maintenance, depreciation, and 
return, were credited to the respective 
operating expense accounts and in- 
terest income. The maintenance and 
depreciation expense accounts were 
charged with the cost of maintenance 
and depreciation accrual as in the case 
of the property operated by the All 
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America Company itself. The result 
of the credits to these expense accounts 
was to reduce the final net amount in 
each case. 

This method of accounting for the 
income received was improper, for 
obviously the amount received from 
the International T. & T. Co. was ei- 
ther operating income or rental and 
the amount received was the total 
of maintenance, depreciation, and re- 
turn. 

Apparently, the company recog- 
nized that its treatment of the amount 
received from the International Com- 
pany and the entries in relation there- 
to were improper and in 1939 adopted 
another procedure. However, proper 
accounting for the operations prior to 
1939 would not have affected the bal- 
ance sheet as of December 31, 1938, 
for neither the balance in the reserve 
for depreciation nor profit and loss 
account would have been changed. 
There is, therefore, no necessity for 
making any changes in the balance 
sheet accounts at this time. 

No attempt has been made to deter- 
mine whether the amount credited to 
the depreciation reserve is adequate or 
whether some further provision should 
be made for amortizing the investment 
of the company in this property, which 
was constructed for the use of the In- 
ternational Company and failure to 
make recommendation on these points 
should not be construed as approving 
the entries in the balance sheet ac- 
counts, as will appear elsewhere. The 
Commission has not been able to an- 
alyze fully plant and equipment ac- 
counts or the depreciation reserves in 
relation thereto. 
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Grants in Aid of Construction 


[18] In 1893, All America C. and 
R. received $144,842.86 as a subsidy 
from Guatemala for a cable connec- 
tion. This contribution was treated as 
revenue and thus was credited to sur- 
plus through profit and loss account. 
This is improper treatment of the sub- 
sidy. It should have been credited to 
the fixed plant and equipment account 
or entered as a grant in aid of con- 
struction on the liability side of the 
balance sheet. The latter method 
would more clearly represent what ac- 
tually occurred and the order provides 
that there shall be transferred from 
surplus to “Grants in Aid of Construc- 
tion” $144,842.86. 

During the years 1893, 1894, and 
1895, All America C. and R. received 
from the Mexican Telegraph Compa- 
ny $60,000 in connection with the lay- 
ing of anew cable. This amount was 
treated as revenue and thus became a 
part of surplus through the profit and 
loss account. The record does not in- 
dicate that All America C. and R. ren- 
dered any service or parted with any 
property in return for the $60,000 thus 
paid. From the facts available, it 
would appear to be a subsidy and as 
such should be in the account “Grants 
in Aid of Construction.” The order 
so provides through a transfer from 
surplus. If the petitioner has any 
facts to justify other treatment of this 
amount, they should be submitted. 
The recommendation is made upon the 
basis of the record as it now stands. 


Reserve for Accrued Depreciation 


The balance in this account upon 
December 31, 1938, was $11,577,- 
885.72 distributed as follows: 
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Plant and Equipment to January 1, 1914 


Plant and Equipment since December 31, 1913—cable .... 
Plant and Equipment since December 31, 1913—radio ... 


oc cvcccceseccce Secccccecdcccccccccecccetce ese GOO OOO I OTUS 


No investigation has been made to 
determine the adequacy of these bal- 
ances. Only one minor correction has 
been called to my attention, viz., $3,- 
980.67 which should be charged to the 
reserve and credited to plant and 
equipment since December 31, 1913. 
It represents undistributed engineer- 
ing and superintendence relating to 
certain items which do not appear to 
apply to any construction work or 
plant purchases. 

The omission of other correcting 
entries is not to be construed in any 
way as an approval of the book 
amounts. 


Reserve for Doubtful Accounts 


The balance of $90,558.28 on De- 
cember 31, 1938, should be reduced by 
230.82, covering a draft signed by 
the Star Film Distributing Company 
due December 13, 1938, which the 
company has been unable to collect. 


Reserve for Pensions and Death 
Benefits 


The company has accumulated since 
January 1, 1932, in this account $244,- 
638.83 as of December 31, 1938, to 
provide for the company’s liability un- 
der the International T. & T. Corpora- 
tion plan adopted January 1, 1932, 
for pensions and death benefits to its 
employees. This plan is in addition 
to certain pension and death benefits 
under a policy of the Metropolitan 
Life Insurance Company wherein an- 
nuities begin at the age sixty. A state- 
ment was obtained from the company 
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Accrued 
Depreciation 
$6,287,706.88 

4,919,916.21 
370,262.63 


$11,577,885.72 


in which its liability was estimated as 
of September 30, 1938, as follows: 


For liability on pensioners 

For liability on all employees now in 
service (after making due allow- 
ance for company contribution for 
social security) 


Plant and 
Equipment 
$10,468,094.48 
19,310,809.69 
1,107,429.91 


271,868 
725,386 

This compares with the balance in 
the reserve account on December 31, 
1938, of $244,638.83. Assuming the 
above figures represent the true liabil- 
ity of the company as of the date giv- 
en, the reserve is inadequate to the 
extent of $480,747.17 and there 
should be a transfer from surplus. 
The record does not justify a finding 
that upon a correct actuarial basis the 
liability is the amount named above; 
the company should proceed to have 
the deficiency accurately determined 
upon a sound basis; but acting upon 
the record in this case, as we must, the 
transfer of $480,747.17 from profit 
and loss is required. 


e@ecceerecserseses 


Reserve for Depreciation of 
Investments 


Included among the other deferred 
credit items there is a subaccount “Re- 
serve for Depreciation of Invest- 
ments” with a credit balance of $4,- 
269.33 on December 31, 1938. As al- 
ready stated, this balance should be in- 
creased by $33,329.94 to provide for 
the loss on foreign securities with a 
concurrent charge to the surplus ac- 
count. 


French Cable Company 


Among “Other Deferred Items,” 
35 PUR(NS) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


there is a reserve called “Deferred 
Liability—French Cable Company” of 
an amount of $420,165.03 as of De- 
cember 31, 1938. This amount also 
appears as an asset as already dis- 
cussed under the heading “Contract to 
Purchase Leased Property.” In the 
discussion of this item, the facts were 
set forth and it was pointed out that 
the treatment of this as an asset, even 
though a reserve be set up, is not prop- 
er accounting. The amount should be 
eliminated from both sides of the bal- 
ance sheet and the order so provides. 


Capital Surplus 


119] The balance in this account 
on December 31, 1938, was $3,018,- 
925, represented by two entries made 
during the year 1938. The first entry 
recorded the reduction of the par value 
of the shares of capital stock from 
$100 to $75 in accordance with the 
certificate filed in the office of the sec- 
retary of state of New York. Against 
this credit of $6,893,925 a charge was 
made representing the acquisition by 
the company of 38,750 shares of cap- 
ital stock at $100 per share as hereto- 
fore explained —$3,875,000. 


As explained under “reacquired se- 
curities” there should be entered in an 
account with this title the cost of ac- 
quiring 38,750 shares of capital stock 
at $75 per share—$2,906,250—and a 
concurrent credit to capital surplus. 

There should also be credited to 
capital surplus $250,421.48. This 
amount is obtained in the following 
manner: When the All America ac- 
quired from the Mexican Telegraph 
Company 5,440 shares of capital stock 
in 1926 having a par value at that time 
of $544,000, the Mexican Telegraph 
Company virtually received for this 
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stock $293,578.52. The difference be- 
tween the par value of this stock and 
the price paid ($250,421.48) was 
credited to earned surplus whereas it 
should have been credited to capital 
surplus. The transfer should now be 
made. 

As already stated, 64 shares were 
disposed of in 1927. As a result of 
this operation, earned surplus was 
credited with $1,546.48 which should 
also be transferred to capital surplus. 

As already explained, 5,386 shares 
of common stock value thereof of $75 
per share, or $403,950, are to be en- 
tered as “reacquired securities” and a 
corresponding credit to earned sur- 
plus. As the reduction in the par 
value of these shares from $100 to 
$75, or $25 per share, was credited to 
capital surplus, it is now proper in 
view of the determinations herein 
made to charge capital surplus with 
$134,650 and credit earned surplus 
with the same amount. 

The net effect of these adjustments 
is to increase capital surplus $3,023,- 
567.96 and produce a balance as of De- 
cember 31, 1938 of $6,042,492.96. 


Condensed journal entries summa- 
rizing all of the changes herein recom- 
mended are attached as an appendix. 

As indicated, this case cannot be 
closed because there are several re- 
spects in which further entries should 
be made but the record does not fur- 
nish a basis for determining what 
those should be. The proceeding 
therefore should be continued and the 
company given an opportunity of sub- 
mitting proposals regarding the mat- 
ters remaining unsettled or the presen- 
tation of further testimony to enable 
the Commission to make a determina- 
tion. - 
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Att AmeErIcA CABLES AND Rapio, INc, 
Case 9975 
Journal Entries 


Journal Entry A 
Surtees Cbeant air ROS). DIE... .'5 5 cannes da deinen awe ssmodumeaes $2,544,178.38 


$1,758,778.03 
37,628.07 
3,289.50 
10,157.51 
480,747.17 
204,842.86 
48,735.24 


to 

Plant and Equipment to January 1, 1914, Grants and Concessions, Cr. 
Plant and Equipment since Dec. 31, 1913, Grants and Concessions, Cr. 
Construction Work iil -PRORLESS: CF: co icccccccccacviwsccecosces 
Miscellaneous. Accounts. Receivable, Cr. oc. ccessccucceccecevsecss 
Pension and Benent Reserves. Gr. ccc dc ckcccsscecccscvseccces'c 
Grants in siie oF Construction, Cl... cccce cos cic cccc cevcnceccces 
Reserve for Amortization of Intangible Capital, Cr. ...........00- 


Journal Entry B 
Reserve tor Accrued Depreciation, Der... ...cccccsiecccvccecccecess 
Reserve for Doubttul Accounts. Dr. .........ccccciccdvcsccevscsoce 


to 
Plant and Equipment since December 31, 1913—Engineering and 
Superintendence, Cr. 
HIS NECELUAINGS C4..':: ss cuilnccuie tude sense tedecccewqecesteecsouce 


Journal Entry C 
Surplus Chron and EOSS). Dir’: cose ce ccsecdececeuceeccedoecues 
to 


$3,980.67 
230.82 


$33,329.94 


Reserve for Depreciation of Investments, Cr. .........seeeeeee: 


Journal Entry D 
Srrpitie ChLONe Gite CONS) - DSS coals issued eccieeesuchsoencuwsece 
Other Deferred Credits 
Deferred Liability—French Cable Company, Dr. ............... 


$33,329.94 


$19,587.50 
420,165.03 


to 
Present Worth of Contract to Purchase Leased Property, Pay- 
BME AIA TUTE, Che vccccineseescecedsecereeuswue caneerase neous 


Journal Entry E 
Reaceiibed Securities) PGs ccccccccct cievceccesncedeencsveeveuss $3,310,200.00 
Capital Surplus, Cr. 

SunpluaCELOnt ANG bOS8), Clo c.cexcucscccounttetncctocessecdes 

Journal Entry F 
Sania NEOs Oh cos a ool ede states secctaeuwieedessnadecaes 
Saapisr Chrome and sek, DE: . ccc csoccssscvnscccsscncas sees 


$439,752.53 
403,950.00 
2,906,250.00 


$134,650.00 
251,967.96 


to 
Cantal Suspins: Cf. oo coss acndeceduccdcdiceuciecengsuevecsexe $251,967.96 


Surplus Ghronteaer see Cle 5<<. ccs cccucsecutcudceceacivencweds 


134,650.00 


On Further Hearing 


Ma.tTBIE, Chairman: In the mem- 
orandum in this proceeding adopt- 
ed July 10, 1940, it was stated that 
certain points were not decided in or- 
der that All America C. and R. might 
have an opportunity of submitting 
further data upon which the disposi- 
tion of certain items in its accounts 
could properly be determined. At the 
same time, an order was adopted re- 
quiring the company to make certain 
changes in its accounts and the com- 
pany was directed within a limited 
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time to notify the Commission wheth- 
er the order would be accepted and 
obeyed. 

Since the adoption of the order, the 
company has notified the Commission 
that it would make the changes that 
were required and the accountant for 
the company has testified that these 
changes are in process of being made 
and would be reflected in the next bal- 
ance sheet of the company. 

As the changes are many and impor- 
tant, comparative balance sheets have 
been submitted by the company as of 


35 PUR(NS) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


May 31, 1940, and are set forth in 
the accompanying table. The figures 
in the first column labeled ‘Per 
Books” are those shown on the books 
and records of the company without 
any of the revisions required by the 
Commission or any of the other 
changes which are necessary in order 
to carry out the determinations made. 
In the memorandum and order, the 
Commission used the balance sheet as 
of December 31, 1938. The one given 
in the table naturally differs from the 
one used by the Commission. How- 
ever, the company has prepared a 
statement which shows the results of 
all of the changes as if they were made 
in the balance sheet for May 31, 1940, 
and the adjusted amounts are shown 
in the last column. As stated, the ad- 
justments reflect all of those ordered 
by the Commission and others related 
thereto. Certain of the changes or- 
dered by the Commission had been 
made by the company before May 31, 
1940. 

As indicated by the table, the prin- 
cipal changes were in the plant and 
equipment accounts, reacquired securi- 
ties, capital stock, deferred credit 
items, capital surplus and earned sur- 
plus. 


Mexican Telegraph Company Stock 


In the memorandum adopted by the 
Commission, the various steps where- 
by All America C. and R. came to car- 
ry on its books as an asset 10,742 
shares of the Mexican Telegraph 
Company at $1,074,200 were stated 
in condensed form. As there appears, 
the amount carried upon the books of 
All America C. and R. did not repre- 
sent the cost of this stock or its value 
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as of December 31, 1938, but the par 
value of such stock. 

As a matter of fact, all America C, 
and R. sold 16,113 shares of the cap- 
ital stock of the Mexican Telegraph 
Company for $753,381.03, but the 
amount received included $40,177.15 
of accrued interest and dividends. 
Deducting this amount from the total 
payment leaves $713,203.88 as repre- 
senting the price of the stock. The 
purchasing company was the Western 
Union Telegraph Company, which 
was a competitor of All America C. 
and R. It is not to be presumed, 
therefore, that the Western Union 
paid a price below the value of the 
stock and there is no testimony which 
indicates that the amount paid was 
arrived at by other than arms’ length 
bargaining. It would seem, therefore, 
that as of the date of the sale (1927), 
all America C. and R. could not prop- 
erly claim that it should carry on its 
books the remaining stock of the Mex- 
ican Telegraph Company at any more 
than the amount which it received 
from the Western Union Telegraph 
Company for the stock it purchased. 

There are three further considera- 
tions: In the first place, All America 
C. and R. sold 60 per cent of the stock, 
a controlling interest, leaving it with a 
minority interest in the Mexican Tele- 
graph Company and therefore subject 
to all of the contingencies to which a 
minority interest in a company con- 
trolled by a competitor is liable. 

In the second place, the sale took 
place in March, 1927, when conditions 
were far more favorable to high stock 
values than at present. There is noth- 
ing to support the theory that stock 
which was worth about $44 a share in 
March, 1927, has a greater value at 
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Table 1—Comparative Balance Sheets 
Att AmeErRIcA CABLES AND Rapio, INc., May 31, 1940 


Assets Per Books 
Plant and equipment to January 1, 1914 $10,468,094.48 
Plant and equipment since December 31, 1913 19,961 ,561.10 
Contract to purchase leased property, payable April 1, 1941 .. 540,000.00 


As Adjusted 
$8,678,617.45 
19,792,094.00 

40,000.00 





Total plant and equipment $30,969,655.58 
Construction work in progress 484. 
Investment securities 1,174,200.00 
Miscellaneous investments 816.43 
Cash 2,473,688.04 
Special deposits 106,490.94 
Marketable securities .. 37,187.28 
Bills receivable 363.11 
Accounts receivable from customers and agents 514,511.47 
Accounts receivable from system corporations 430,405.02 
Miscellaneous accounts receivable 367,595.07 
Matured interest and dividends receivable 1,232.00 
Materials and supplies 209,563.58 
Other currents assets 
Unmatured interest, dividends and rents receivable 
Prepaid rents 
Prepaid taxes 
Prepaid insurance 
Other prepayments 
Other deferred debit items 


$28,510,711.45 
9,484.49 
1,174;200.00 
816.43 
2,473,688.04 
106,490.94 
37,187.28 
363.11 
514,511.47 
430,405.02 
367,595.07 
1,232.00 
209,563.58 





Liabilities 
Capital ste sce ccciss CCRC ETI CECEL OCC CCE LOCC EC CL $20,681,775.00 


$33,909,392.16 


$15,205,050.00 





Grants in aid of construction 


$204,842.86 





Audited vouchers and wages unpaid $15,926.25 
Customers’ deposits 1,175.32 
Accounts payable to system corporations 12,639.26 
Miscellaneous accounts payable 200,344.10 
Other current liabilities 14,734.67 
Taxes accrued 400,601.13 
Unmatured interest and rents payable 32,706.67 
Reserve for accrued depreciation 12,503,564.12 
Reserve for amortization of intangible capital 
Reserve for doubtful accounts 104,869.41 
Insurance and casualty reserves ..... WeEsevsewocecewetaaeds 244,213.92 
Pension and benefit reserves 332,532.99 
Reserve for depreciation of investments 24,476.49 
Liability under contract to purchase leased property, payable 

April 1, 1941 480,412.50 
Other deferred credit items 124,171.54 
Capital surplus 130,225.00 
Profit and loss—earned surplus (Deficit) 1,063,967.92 


$15,926.25 
1,175.32 
12,639.26 
200,344.10 
14,734.67 
400,601.13 
32,706.67 
12,499,019.52 
55,918.51 
104,869.41 
244,213.92 
1,071,169.00 


124,171.54 
5,320,317.96 
1,656,114.39 





Total .ccccccccccccccccccccccecs pewaueucdveccutaacss $36,368,336.29 


$33,909,392.16 
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present and generally stocks show a 
considerably lower value. 

In the third place, the average divi- 
dend received on this stock during the 
last ten years is 3 per cent which would 
not justify a value in excess of the 
1927 price. 

In the interest of a conservative fi- 
nancial statement, it is our opinion that 
All America C. and R. should write 
off to earned surplus the difference be- 
tween $40 and $100 a share, or $644,- 
520. 


The Cuban-All America Cables, Inc. 


All America C. and R. owns the en- 
tire capital stock of the Cuban-All 
America Cables, Inc., consisting of 
1,000 shares of a par value of $100 
a share. This stock is carried upon 
the books of All America C. and R. 
at $100,000 which is said to be the 
price paid for the stock. 

All America C. and R. also holds 
certain demand certificates of the Cu- 
ban-All America Cables, which are 
carried on the books of the former 
company at $433,399.64. These de- 
mand certificates were acquired in 
September, 1929, dated March 1, 
1921. They do not bear interest and 
no interest has ever been paid upon 
them. The Cuban-All America Cables 
has never earned a sufficient amount 
to pay its operating expenses, but un- 
der an agreement with All America C. 
and R., the latter company is obliged 
to pay the Cuban company a sufficient 
amount to meet its operating deficits. 
The total amount so paid since Octo- 
ber 1, 1929, to the end of 1938 was 
$1,147,472.99. There is no indication 
that this situation will be materially al- 
tered, for in 1939 the reported operat- 
ing deficit was over $108,000 and for 
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the first six months of 1940 it was 
over $41,000. 

Mr. Lair, the accountant for All 
America C. and R., undertook to jus- 
tify the arrangement and to claim that 
if the Cuban company were given 
credit for all that it should have, there 
would be no operating deficit, claiming 
that the value of the connection with 
the Cuban company to All America 
C. and R. produced profits to the latter 
company which at least would offset 
the operating deficit. 

When queried as to whether the | 
arrangement as to the division of tolls, } 
etc., between All America C. and R. 
and the Cuban company were fair and 
reasonable, he asserted that they were. 
If this be true, the claim that the Cu- 
ban company did not receive credit 
for all that it should in its operating 
statement and that All America C. and | 
R. had a profit as a result of the ar- | 
rangement at least equal to the deficit | 
it paid vanishes; for if the division of 
tolls, etc., is fair and reasonable, the 
operating statements of the respective | 
companies show the fair results just | 
as they stand and the deficit of the | 
Cuban company represents the true | 
condition of its own operations. 


The question becomes, therefore, | 
what is the real value at which stock 
and demand certificates should be car- 
ried upon the books of the holding 
company, when the company issuing 
the stock and the demand certificates | 
has an accumulated deficit to day of 
$1,320,000, has never paid any inter- 
est on the demand certificates and no 
dividends on the stock. In view of 
the facts as here summarized, it is our 
opinion that the amount of the de- 
mand certificates should be entirely 
written off to earned surplus and that 
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the book value of the capital stock 
should be reduced to a nominal sum, 
say $1. 

The changes herein recommended 
may be summarized in the following 
condensed journal entries as of May 


31, 1940: 


Journal Entry A 


Profit and Loss—Deficit, Dr. ......cecccee 


to 


sulting from these changes will in- 
crease the earned deficit from $1,- 
656,114.39 to $2,834,033.03. 

In conclusion, it should be repeated 
that for reasons already stated, the 
Commission has not examined the 
plant and equipment accounts or re- 


sinleleeeeducaat daeadeaesnsrt $644,520.00 


Investment Securities—Mexican Telegraph Company— 


Common Stocks Ce <iciscnccussseecses 


Journal Entry B 


Profit and Loss—Deficit, Dr. ......ccccecce 


to 


sere eer eeseeseeesseeseee 


$644,520.00 


GaSe aEE Aoidee no Kaeaeass $99,999.00 


Investment Securities—The Cuban-All America Cables, Inc.— 


Common Stock, Cr. 
Journal Entry C 


Profit and Loss—Deficit, Dr. ...ccccocccccece 


to 


$99,999.00 


cc cccccccccccccccccvcces $433,399.64 


Accounts Receivable from System Corporations— 


Certificates of Indebtedness, Cr. ....... 


These changes will reduce “Invest- 
ment Securities” as of May 31, 1940, 
from $1,174,200 to $429,681 and 
change “Accounts Receivable from 
System Corporations” from $430,- 
405.02 into a credit to be added to 
“Accounts Payable to System Corpo- 
rations” of $2,994.62. 

The charges to earned surplus re- 


ee ewer eeeeensseeessesese 


$433,399.64 


serve for accrued depreciation to de- 
termine whether the figures in each ac- 
count or the difference represents a 
proper amount in view of the condi- 
tions actually existing either upon De- 
cember 31, 1938, or May 31, 1940. 

An order carrying out the changes 
recommended above is herewith sub- 
mitted. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Abram V. Louer, Trustee of 


Schenectady Railway Company 


[Case No. 9890.] 


Security issues, § 49 — Reorganization proposal — Mortgage bonds or income 


notes — Earnings basis. 


1. Issuance of securities by a reorganized bus and trolley corporation great- 
ly in excess of net assets and with a showing of increasing operating loss 
yearly and with no possibility of earning any interest upon the securities 
would not be in the public interest, p. 359. 
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Security issues, § 49 — First mortgage lien — Prospective revenues. 
2. A first mortgage lien on bus and trolley property of a reorganized cor- 
poration is objectionable when the lien would seriously affect the credit 
position of the company because of deficient earning power, p. 360. 
Corporations, § 22 — Reorganization plan — Earning possibilities. 
3. A reorganization committee, in determining upon a new plan to be sub- 
mitted for Commission approval, should give consideration to the earning 
possibilities of the reorganized corporation, p. 360. 
Security issues, § 94 — Fixed interest obligations — Earning ability. 
4. Securities with fixed interest obligations should not be issued unless 


the reasonable expectation to pay, p. 360. 
Security issues, § 92 — Asset basis — Value of property. 


issued do not exceed the value of the assets of the new corporation, p. 


360. 


[June 25, 1940.] 


oe by trustee of street railway company for approval 
of plan of reorganization; plan disapproved and recom- 
mendations made. 


APPEARANCES: William C. May- 
nard, Schenectady, Counsel for the 
trustee of Schenectady Railway Com- 
pany; A. V. Louer, Schenectady, 
Trustee of Schenectady Railway Com- 
pany; F. J. Eaton, Schenectady, Au- 
ditor, for the trustee of Schenectady 
Railway Company; Hannibal Pardi, 
Schenectady, Assistant Corporation 
Counsel, for the city of Schenectady ; 
Frank W. Noonan, Ballston Spa, Cor- 
poration Counsel, for the village of 
Ballston Spa; Proskauer, Rose & 
Paskus (by B. D. Lang), New York 
city, Attorneys, for First Mortgage 
Bondholders Committee of Schenec- 
tady Railway Company ; William Car- 
negie Ewen, New York city, Chair- 
man, Bondholders Protective Commit- 
tee for First Mortgage Bonds; 
Whalen, McNamee, Creble & Nichols 
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(by Edwin M. Shultes III), Albany, 


Attorneys, for the New York Cen- 


tral Railroad Company; William D. 


Smith, Schenectady, Attorney, for 


Transport Workers Union and pa- 7 


trons of the line; Gay H. Brown, 


placin 
Comt 
organ 
Rail r 
York 
of the 


Bhim | 


the s 


B April 
™ perms 
it is within the ability of the issuing corporation to earn annually the in- 
terest thereon, in addition to reasonable provisions for reserves for con- | 
tingencies ; fixed interest obligations should not be assumed in excess of Ff ch 
G with 
FB reorg 
5. A reorganization committee submitting a plan for approval of the Com- is att 
mission should be prepared to establish that the securities proposed to be pgtie 1 
mm irict 
which 
Bing ar 
or wa 
organ 
4 Marl 
MBthe cc 


Th 


Mare 


Counsel (by J. Herbert Gilroy, As- xX 


sistant Counsel) for the Public Serv- 
ice Commission ; William C. Maynard ; 
(by Emil Peters), Schenectady, So- § 


licitor and Counsel, for the trustee 
of Schenectady Railway Company. 


BREWSTER, 
April 21, 1939, Abram V. Louer, trus- 
tee of Schenectady Railway Com- 
pany, debtor, filed a petition with the 


Commission setting forth that on the | 


31st day of March, 1938, an order 
was made by the Federal court for 


the northern district of New York, § 
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Commissioner: On 


RE LOUER 


placing the Schenectady Railway 
Company, a railroad corporation duly 
organized and existing under the 
Railroad Law of the state of New 
York, under the provisions of § 77-B 
of the Bankruptcy Act and appointing 
him the temporary trustee, and that 
the said court, by an order dated 
AB April 25, 1938, duly appointed him 
@ permanent trustee. 
@ That on or about the 6th day of 
March, 1939, there was duly filed 
@ with the said district court a proposed 
| reorganization plan, a copy of which 
Z's attached to the petition. That on 


2 ihe 13th day of April, 1939, the dis- 
. Pqtrict court made an order, a copy of 


| which is attached to the petition, find- 
ing among other things, that the debt- 
"]or was insolvent, that the plan of re- 
Morganization of the debtor dated 
BMarch 1, 1939, had been filed with 
Bthe court in accordance with the re- 
Gwirements of § 77-B of the Bank- 
Aptcy Act, and authorized A. V. Lou- 
tt, as trustee, to make application to 
the Commission for the approval of 
aid plan of reorganization. 


The petitioner requests the Com- 


.» P§nission to make such investigation and 


axamination as may be necessary or 
Micsirable and after the completion of 
@xch examination to approve said plan 
pas filed and that the petitioner have 
much other and further relief as may 
le just and proper. 
4A preliminary hearing was held 
a May 17, 1939, and an adjournment 
ken to enable the engineers and ac- 
ountants employed under the direc- 
ion of the Commission to make an 
Xamination of the property and ac- 
ounts of the company. Such exami- 
pation was made and the results were 


placed in the record at a hearing on 
June 5, 1940. 


History 


The Schenectady Railway Company 
operates a street railway system in the 
city of Schenectady. There have been 
a number of substitutions of bus op- 
eration for cars on tracks and at pres- 
ent the company furnishes both bus 
and trolley service in the city of Sche- 
nectady and its immediate environs, 
including the villages of Scotia, Rex- 
ford, Alplaus, and Aqueduct. The 
company also operates an interurban 
trolley line from Schenectady to Sara- 
toga Springs and interurban bus lines 
from Schenectady to Albany and 
Troy. Within the local fare zone 
eight bus lines and three trolley lines 
are operated. 

From July 10, 1930, to April 25, 
1938, at which time Mr. Louer was 
appointed permanent trustee, the rail- 
road company was operated by re- 
ceivers appointed by the United 
States district court. 


Plan of Reorganization 


The plan was presented to the court 
by the Bondholders Protective Com- 
mittee for Schenectady Railway Com- 
pany first mortgage bonds. 

The obligations sought to be dealt 
with under the plan and the classifi- 
cation of creditors and stockholders 
for the purposes of the plan are set 
forth as follows: 

There is issued and outstanding $2,- 
676,000 principal amount of 5 per 
cent first mortgage gold bonds, issued 
under an indenture of mortgage dat- 
ed March 1, 1916. Interest is in ar- 
rears from March 1, 1930. The in- 
denture constitutes a mortgage on sub- 
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stantially all of the fixed assets of the 
company except certain items of per- 
sonal property. 

The company has notes payable out- 
standing issued prior to July 10, 1930, 
aggregating $1,859,300, principal 
amount, on which there were arrears 
of interest as of December 31, 1938, 
aggregating approximately $1,018,- 
000. 

The city of Schenectady has assert- 
ed claims for pavement and improve- 
ment, some or all of which may have 
a lien or priority status in the prin- 
cipal amount of $175,509.63 upon 
which the city claims interest has ac- 
crued in the amount of approximately 
$83,581 as of December 31, 1938. 

There are issued and outstanding 
41,000 shares of capital stock of the 
debtor of the par value of $100 per 
share, or a total of $4,100,000. 

As of December 31, 1938, there 


were outstanding $26,500 of bus 
equipment obligations, all of which 
had their inception subsequent to July 
10, 1930, and all of which are secured 
or otherwise entitled to payment in 
full as obligations incurred under the 


court’s direction. The trustee has va- 
rious other current obligations in- 
curred by himself or assumed from 
the prior receivers. 

The plan proposes the following 
classifications of creditors and stock- 
holders for the purposes of the plan. 


Class 1. Holders of 5 per cent first mortgage 

gold bonds. 

Class 2. Holders of notes payable and unse- 
cured claims of whatever charac- 
ter not entitled to priority. 

Holder of pavement and improve- 
ment claims. 

Holders of tax claims and priority 
claims not otherwise classified. 
Holders of common stock of the 

debtor. 


Class 4 is not affected by the plan. 
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Class 3. 
Class 4. 
Class 5. 


Holders of claims in Class 4 and hold- 
ers of bus equipment obligations and 
receivers’ and trustee’s obligations 
will have their obligations paid at 
maturity in the regular course of 
business and will not be affected by 
the plan. 


Reorganized Company 


The plan contemplates no new cor4 
poration being formed. It provide 
that the trustee under § 77-B of the 
Bankruptcy Act will transfer all o 
the property and assets of every char 
acter to the reorganized company o 
the date of consummation of the plan. 
The Chemical Bank & Trust Com4 
pany as successor trustee, under the) 
indenture of mortgage issued i 
March, 1916, is to transfer its cashj 
balance as such trustee to the reor4 
ganized company. It is proposed that 
the certificate of incorporation be 
amended to provide for the new com4 
mon stock required by the plan, andj 
that the existing first mortgage inden4 
ture be amended and modified or re4 
placed so as to give effect to the pro- 
visions of the plan. 

The plan provides that if the exist 
ing mortgage is amended or a new 
mortgage is issued it will be a first 
lien on all of the property of the re 
organized company, and it is proposed 
that the following securities be au 
thorized: 

1. $175,000 principal amount of 
per cent mortgage bonds to be issued 
under the mortgage indenture. Thesqjj’ 
bonds will carry interest at the rate of 
2 per cent per annum, payable semi 
annually, to be amortized at the rate 
of 1/15 of the original principal 
amount in each year, amortizations to 
be made semiannually. 
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2. $1,338,000 principal amount of 
5 per cent income notes are proposed 
to be issued under a note indenture to 
be entered into by the reorganized 
company and a corporate trustee, the 
5 per cent income notes to be dated 
as of the same day as the 2 per cent 
mortgage bonds and to mature fifty 
years after their date of issue. They 
are to bear interest at the rate of 5 
per cent annually paid semiannually to 
the extent earned. The interest is to 
be noncumulative for the first three 
years after the date of the notes and 
cumulative thereafter, but only as long 
as accumulated arrears of interest are 
not in excess of 15 per cent of the 
original principal amount of the notes. 
They are to be callable at their face 
amount plus accrued unpaid cumula- 
tive interest on thirty days’ notice. It 
is proposed that a sinking fund be 
established for the 5 per cent income 
4 notes which will start on the date of 
consummation of the plan and be on 
a cumulative basis at the rate of $30,- 
000 per annum or 30 per cent of the 
net earnings of the reorganized com- 
@ pany, whichever is smaller. The sink- 
@ ing-fund requirements may be met by 
the tender of 5 per cent income notes 
having a cost equal to the cash sink- 
ing-fund requirement. Cumulative 
arrears in the sinking fund will be at 
the rate of $30,000 per annum. but 
the cumulative feature of the sinking 
fund shall not require more than 30 
per cent of the reorganized company’s 
aa wet earnings in any year. 


The 5 per cent income notes will be 
unsecured but there will be a cove- 
nant by the reorganized company that 
it will not create or suffer to be cre- 
ated any debt, lien, or charge (except 
the 2 per cent mortgage bonds and 
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such obligations which the reorgan- 
ized company has assumed under the 
terms of the plan and which may be 
outstanding on completion of the re- 
organization) which would be prior 
to or entitled to any preference over 
the obligation of the 5 per cent in- 
come notes. The reorganized com- 
pany may, however, acquire real es- 
tate or rolling stock or bus and serv- 
ice equipment and in connection with 
such acquisition, may create a mort- 
gage or lien upon the property so 
acquired to secure the payment of 
all or part of the purchase price there- 
of. 

There shall be authorized 65,000 
shares of new common stock without 
par value. 


Distribution of Securities 


1. Holders of 5 per cent first mort- 
gage gold bonds will receive for each 
$1,000 bond (with the appurtenant 
September, 1930, and _ subsequent 
coupons attached) : 

$500 new 5 per cent income notes 

22 shares new common stock. 

2. Holders of notes payable and un- 
secured claims not entitled to priority 
will receive for each $1,000 of princi- 
pal amount of allowed claim, plus in- 
terest computed to July 10, 1930: 

2 shares of new common stock. 

3. Holder of pavement and im- 
provement claims shall receive $509.63 
in cash and $175,000 face amount of 
2 per cent mortgage bonds, constitut- 
ing the entire issue thereof. 

4. Holders of tax claims and prior- 
ity claims not otherwise provided for 
shall be paid in cash in full. 

5. Holders of common stock of the 
debtor shall receive nothing under the 
plan, the company being insolvent. 
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6. Holders of claims incurred dur- 
ing the trusteeship and prior receiver- 
ship (including bus equipment obliga- 
tions) will not be affected by the plan. 
and their claims will be paid in regu- 
lar course of business. 


Reorganization Cost 


All costs of administration and oth- 
er allowances made by the court shall 
be paid in cash by the reorganized 
company, or for its account. No esti- 
mate was given in the record as to 
the amount of the costs and allow- 
ances in the reorganization proceed- 
ing which would have to be paid by 
the reorganized corporation. 


Original Cost of the Property 


At the hearing held on June 5, 
1940, Mr. Jannott, the accountant em- 
ployed by the Public Service Com- 
mission in making the examination, 
presented as Exhibit No. 4 a summary 
of the original cost of the operating 
property as of March 31, 1940. He 
also presented as Exhibit No. 5 a sum- 
mary of estimated depreciation on the 
operating property at March 31, 1940. 

Since 1938 the company has main- 
tained a continuing property record of 
its operating property with the excep- 
tion of the track and its electric distri- 
bution system. The basis of this rec- 
ord is a physical inventory taken about 
1938 and priced at original cost as de- 
termined by the company. 

The present examination made by 
the Commission’s staff consisted of 
checking the original cost of the prop- 
erty and also examination as to its 
existence and usefulness. In general, 
the original cost of the property was 
checked by examination of the books, 
vouchers, and other records of the 
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company. In cases where the original 
cost of any item of property was not 
identified from the records, although 
it was indicated that its cost upon ac- 
quisition had been included in fixed Mj; 
capital, the original cost was estimat-§ 
ed. Nothing originally charged on 
the books to expenses was transferred 
to fixed capital. Finance charges of 


bus manufacturers were eliminatedi@: 


from fixed capital on the ground that 
they were interest charges and not cap- 
ital charges. Purchasing and man- 
agement fees assessed against bus 
property by Utility Purchasing and 
Supply Company and W. S. Barstow 
& Co. were eliminated as not being 
proper charges to fixed capital. 3 

Exhibit No. 4 shows the total origi-f 
nal cost of the bus property to be $1,-§ 
294,036.45, all of this property being} 


located within the local fare zone}q, 


The accrued depreciation shown bypih 
Exhibit No. 5 for this bus propertyp§: 
totals $813,326, leaving original costy 

less depreciation of $480,710.45. i 


The total original cost of rail propay 
erty in the city, as shown by Exhibit 
No. 4, is $1,319,644.43, and outsidg 
of the city $1,353,202.62, a total off 
$2,672,847.05. Accrued depreciation) 
thereon was found of $2,503.770% 
leaving original cost less depreciation 


of $169,077.05. The total original} 
cost of operating property, both rail}; 
property and bus property, is $3,966,5) 
883.50, and the total accrued deprecia 
tion as of March 31, 1940—$3,317,84i 
096, leaving original cost of operating§}: 
property less depreciation of $649,84: 
787.50. 
In arriving at depreciation on the 
rail property, the Commission’s staif}) 
took into consideration the loss whicl 
has occurred from rail operation iffy 
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the past five years. From 1935 to 
1939, the operating loss before depre- 
cation and taxes was from $56,172 to 
This loss has been 
Taking into 
M consideration the fact that the rail op- 
ation has been carried on over all of 
hese years with increasing loss and 
with no evidence of any possibility of 
recouping the loss, it is obvious that 
the rail operation should be discontin- 
ied at the earliest possible moment. 
The figure of $2,503,770 in deprecia- 
ion shown on Exhibit No. 5 as the 
accrued depreciation on the rail prop- 
ety at March 31, 1940, is the differ- 
¢nce between the original cost of the 
ail property and its estimated salvage 
of $110,000 plus land at original cost 
of $59,077. 
gaa, Mr. Eaton, auditor for the com- 
jany, presented as Exhibit No. 2 what 
te stated to be a condensed balance 
Iheet of the company as of March 31, 
3/940. He stated that it was a con- 
Hiensed balance sheet because it rep- 
|xsented property on the books of the 


if@qompany prior to receivership, on the 
idee books of the receiver and on the books 


ji the trustee. 

1 If we eliminate from this balance 
Meet the operating property, the orig- 
nal cost of which has already been 
Zitiown on Exhibit No. 4 and the de- 


iPaeciation thereon in Exhibit No. 5 


jad we also eliminate all of the fixed 
abilities which would be disposed of 
qn the reorganization proceeding by 


ing@fhe issuing of securities as set forth 


71 the plan and consider only the other 
‘Assets as shown by the balance sheet 
4nd the other liabilities which the cor- 
ioration will take over and without 
; lassing upon the correctness thereof, 
ifire find that to the net original cost 
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of operating property less depreciation 
of $649,787.50, would be added other 
miscellaneous physical property of 
$62,414.56, current assets of $235,- 
318.64 and deferred assets of $133,- 
383.45, giving a total of $1,080,904.15 
of assets, and deducting current lia- 
bilities of $83,979.82, suspense items 
of $21,373.93 and reserve for inju- 
ries and damages of $126,493.07, a 
total of $231,846.82, there would be 
net assets of $849,057.33. Among the 
assets is $62,000 of miscellaneous 
physical property the character of 
which is not set forth or any depre- 
ciation shown thereon. Under de- 
ferred assets, miscellaneous items of 
$10,647.97, the character of which is 
not shown. Also, there is a liability 
not set forth on the balance sheet 
which would reduce the $849,057.33 
of net assets. These assets are sub- 
ject to payment of reorganization ex- 
penses and allowances hereafter to be 
made by the court. 

There was introduced as Exhibit 
No. 6 a statement of nonoperating 
property as of March 31, 1940, show- 
ing total nonoperating property, land 
and buildings, of $61,120.86. Wheth- 
er this is the other miscellaneous phys- 
ical property set forth in the balance 
sheet is not clear from the record. 

Mr. Jannott introduced as Exhibit 
No. 7,—Income Statements for the 
years ended December 31, 1935 to 
1939, inclusive. In introducing the 
exhibit Mr. Jannott stated that the 
exhibit was prepared directly from the 
books without adjustment. 

Exhibit No. 7 shows operating rev- 
enue, expenses, and net income from 
bus operation and rail operation and 
the combined revenue, expenses, and 
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net income. Without setting forth all 
of the detail of the exhibit, the fol- 
lowing result appears : 


Bus Operation—Net Income 
Before After 

Depreciation Depreciation 

so beie wees CLT OL OD $139,769.85 
266,368.01 165,531.55 

229,550.04 145,356.27 

155,153.44 87,219.74 

155,691.67 94,313.16 


Rail Operation—Net Income 
Before Depreciation After Depreciation 
Interest and Interest and 
Amortization Amortization 


1935 $103,052. oo = 959.30 ( Deficit) 
1936 101,012 386,553.86 

1937 115,532. 93 - 401,407.48 “ 
1938 141,613.20 “ 423,738.85 
1939 140,762.29 “ 422,318.38  “ 


Combined Bus and Rail Operation 
—Net Income 


Before Depreciation After Depreciation 
Interest and Interest and 
Amortization Amortization 
$114,924.31 $255,189.45 ( Deficit) 

165,355.66 221,022.31 * 
114,017.11 256,051.21 “ 
13,540.24 336,519.11 “ 
14,929.38 328,005.22 “ 


1935 
1936 
1937 
1938 
1939 

However, the depreciation taken on 
the books is not the annual deprecia- 
tion found to be required by the engi- 
neers employed by the Commission. 
Exhibit No. 5 sets forth annual de- 
preciation at March 31, 1940, for bus 
property to be $78,936. For the year 
1939, the company deducted $61,- 
378.51. For the year 1939, bus op- 
eration before depreciation amounted 
to $155,691.67. If annual deprecia- 
tion is taken as shown by Exhibit No. 
5 of $78,936, the net income becomes 
$76,755. However, the rail operation 
for the year 1939 before depreciation, 
interest, and amortization showed a 
loss of $140,762.29. If we disregard 
depreciation, interest, and amortiza- 
tion on rail property entirely there 
would still be a net loss of $64,000 for 
the past calendar year. It is obvious 
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that the rail operation is so unprofita 
ble as to wipe out the profit from bu 
operation and create a substantial los 
for the joint operation and if contin 
ued will eventually consume all of th 
remaining equity in the combine 
property. The bus property whic 
earns a substantial profit is bein 
rapidly eaten away by the rail op 
eration. 


Tax Liens 


The city of Schenectady claims tagg, 
liens against the company of $17554. 
509.63 principal and $95,345.39 agg 
crued interest as of March 31, 19409. 
This is made up as follows: : 


Interes i 


Principal 


$108,958.95 


Street paving con- 
struction 

Local assessments for 
city improvements 


$56,040.79 
66,550.68 39,304. 
$175,509.63 $95,345. 


The local improvement taxes a | 
assessed against specific real propertf 
and are doubtless liens thereon. 

The street paving construction 
not assessed against any specific pam 
cel of real property owned by tht 
company. If alien upon the street cal 
tracks in the section paved, the salvagt 





value would be much less than the lie 4! 


The city claims a general lien upomy 
the property of the company. Themgp 
may be doubt whether the city calm 
maintain a lien against the bus opera] 
ing property for the cost of paving i 
streets occupied by rail operating proj 
erty. However, that question is fe 
the courts and not the Commission ¢ 
determine. 


Summary and Discussion 


The reorganization of the Schene 
tady Railway Company is proposed 
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be effected under § 77—-B of the Fed- 
eal Bankruptcy Act. That act pro- 
vides that a wholly intrastate utility, 
subject to the jurisdiction of the state 
regulatory body, may not have its plan 
of reorganization approved by the 
wurt until the state regulatory body 
‘shall first approve of said plan as to 
the public interest therein and the fair- 
Ass thereof.” Under the act, the 
|(ommission must, upon presentation 
Af a plan, certify to the Federal court 
whether public interest is affected by 
he plan. 
3 If the Commission finds that public 
Anterest is affected by the plan, it is 
Fen called upon to pass upon the plan 
and determine that the plan be ap- 
Jroved or disapproved. 

Upon presentation of the plan in 
his case the Commission found that 
public interest is affected thereby and 


jas so certified to the court. 

4 Under the proposed plan the reor- 
qanized corporation is to issue the fol- 
owing securities : 


Giortgage Bonds - - = - $175,000 
Income Notes - - - - $1,338,000 
Common Stock—no par value - 65,000 shares 
] If a stated value of $1 per share is 
ven to the no par stock, the total of 


) If for the purpose of this 
aeiomputation we accept the statement 
#{ assets and liabilities set forth in the 
fondensed balance sheet by the com- 
any, except as to original cost of the 
erating property and depreciation, 
he acceptance of such balance sheet 
king for the purpose of the computa- 
Syn only and not to be construed as a 
ding thereof, there appear to be net 
sets of $849,057.33 to which might 
lt added nonoperating property of 
1,120.86 less whatever depreciation 
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exists therein and which was not 
shown in Exhibit No. 6 and providing 
this nonoperating property is not in 
other miscellaneous physical property 
set forth in the balance sheet. This 
gives a total of approximately $900,- 
000 of net assets subject, however, to 
the payment of costs and allowances 
hereafter to be made by the court in 
the reorganization proceeding. 

[1] Apparently the reorganization 
committee proposing the plan has giv- 
en little consideration to the earning 
power of the company. As has been 
pointed out, if net earning of the bus 
operation for the year 1939, after de- 
preciation, is applied to the operating 
loss of the rail operation, before de- 
preciation, there would be a net loss of 
$64,000 under the present joint opera- 
tion. This furnishes no basis for ei- 
ther mortgage bonds or income notes. 

It would not be in the interest of 
the public to approve of and permit the 
issuance of securities greatly in excess 
of the net assets and with a showing 
of increasing operating loss yearly and 
with no posibility of earning any in- 
terest upon the securities proposed to 
be issued. The riding public in the 
territory served by the company is en- 
titled to receive reasonably good serv- 
ice at reasonable rates and there is 
nothing in the record in this case to 
show that this can be done if the com- 
pany continues rail operation. On the 
contrary, the record shows that con- 
tinuance of rail operation will result 
in the eventual wiping out of all asset 
value unless future operations should 
reverse the experience of the past five 
years, and there is nothing in this rec- 
ord to show any such prospect. If this 
company is to continue to give to the 
public of Schenectady reasonably good 
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service at fair and reasonable rates, 
bus operation will have to be substi- 
tuted for rail operation at an early 
date. If that is done the existing rail 
property will have to be written off 
the books. When that occurs the only 
asset value of the rail property will be 
the net salvage. In view of the rec- 
ord of the rail operating loss over the 
past five years, there is no reasonable 
basis for the authorization of the secu- 
rities proposed. 

If rail operation is to be discontin- 
ued in the near future and bus opera- 
tion substituted therefor, it will be 
necessary for the reorganized com- 
pany to purchase sufficient busses to 
carry on the operation. There is a 
question whether first mortgage bonds, 
as here proposed, can be issued on bus 
property which can be removed to an- 
other location at any time. The usual 


practice is to issue mortgages upon 
fixed property and chattel mortgages 
upon nonfixed property. 

[2] However, there are other ob- 
jections to the issuing of a first mort- 


gage lien. If the reorganized corpo- 
ration is to have a fair prospect of 
continuing to serve the public in the 
city of Schenectady and its environs 
nothing must be done which would de- 
tract from its credit position and its 
ability to secure reasonable financing 
for its requirements. If a mortgage 
lien for $175,000 is placed on the as- 
sets of the company, its credit posi- 
tion will be seriously affected and that 
will not be in the interest of the pub- 
lic. It would seem that the interest 
of the public of the city of Schenec- 
tady can be best served by placing the 
reorganized corporation in a position 
to render good service to the people of 
35 PUR(NS) 


Schenectady, including the substity 
tion of modern flexible bus service ig 
place of the existing service by car 
on tracks. 

As has been set forth, the plan call§ 
for the issuance of $1,338,000 of 94 
per cent income notes, the interest t¢ 
be paid semiannually to the extenf 
earned and to be noncumulative fof 
the first three years and thereafter t@ 
be cumulative until 15 per cent hag@. 
been accrued. Five per cent interesf 
upon the notes would amount to $66, 
900 per year. Upon the record ther@g. 
has been no earnings which could b¢@ 
applied to the notes over a period of 
the past five years if annual depreciag) 
tion is taken on the rail property, and 
for the past two years if no depreciag) 
tion is taken on the rail propertyg) 
There has been an operating loss be 
fore depreciation on rail property i 
the past two years. 

The plan as proposed should not bé 
approved by the Commission. 

[8-5] The reorganization commit 
tee in determining upon any new) 
plan to be submitted should give conf] 
sideration to the earning possibilitieg] 
of the reorganized corporation. Secug 
rities with fixed interest obligation¢ 
should not be issued unless it is with# 
in the ability of the issuing corporay 
tion to earn annually the interest 
thereon in addition to reasonable prog 
vision for reserves for contingencies}: 
There is nothing in this record tq 
show that the reorganized corporation 
can earn any income applicable to ing 
terest in the future and make reason® 
able provision for reserves for conting 
gencies. Fixed interest obligationg 
should not be assumed in excess of thé 
reasonable expectation to pay. Lien! 
should not be placed on the property 
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of the company which will affect its 
gedit position. Existing bondholders 
and creditors, to whom it is proposed 
in the plan before us to issue fixed in- 
Mierest bearing obligations, should con- 
ider the acceptance of no par value 
common stock in lieu thereof. It may 
Mte that there should be issued to the 
tity of Schenectady preferred stock 
with prior rights in liquidation in view 
Mf its tax claims, but if so, dividends 
“should be noncumulative. In the event 
that the municipality cannot hold pre- 
‘Paierred stock it may be that preferred 
Jincome notes could be issued to the 
city for its claims, interest upon such 
Hjnotes to be payable only to the extent 
Farned in any year and to be noncumu- 
Vktive. In any new plan sought to be 
pq authorized the reorganization commit- 
'P4 tee should be prepared to establish that 
Fi the securities proposed to be issued do 
not exceed the value of the assets of 
the new corporation. 


Recommendations 


The following recommendations are 
made and the trustee of Schenectady 
7 Railway Company and the reorganiza- 
F 4 tion committee should be advised ac- 
7 cordingly. 
7 (1) That the plan and agreement 


of reorganization of Schenectady Rail- 
way Company herein proposed. is not 
in the public interest, and should not 
be approved by the Commission in the 
present form. 

(2) That the reorganization of 
Schenectady Railway Company is de- 
sirable and probably necessary and, if 
the proposed plan of reorganization 
be changed and modified to substan- 
tially comply with the criticisms and 
suggestions herein, it would be in the 
public interest. 

(3) We do not now determine the 
fair value of the property to be ac- 
quired by the reorganized corporation, 
but for the purposes of this proceed- 
ing, we find the original cost of the 
rail and bus property at March 31, 
1940, to be $3,966,883.50 and the ac- 
crued depreciation thereon as of the 
same date to be $3,317,096, and the 
annual depreciation to be accrued on 
the bus operating property as of the 
same date to be $78,936. 

(4) Disapproval of the proposal 
herein is without prejudice to the pres- 
entation of another plan to carry out 
the reorganization of Schenectady 
Railway Company. 

An order disapproving the proposed 
plan is submitted herewith. 





FEDERAL POWER COMMISSION 


Re John Edward Aldred et al. 


[Docket Nos. ID-178 et al. Opinion No. 51.] 


a Intercorporate relations, § 13.1 — Interlocking positions — Duty of Commis- 


sion. 


1. The Federal Power Commission, in passing on applications for au- 
thority to hold interlocking positions pursuant to § 305(b) of the Federal 
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Power Act, 16 USCA § 825d (b) is required to inquire into and determine 
with respect to each application whether the circumstances and conditions 
found therein are such as may reasonably be expected to accomplish the 
purpose of Congress to make unlawful the holding of multiple directorship 
unless it is shown that neither public nor private interests will be adversely™ 


affected, p. 373. 


Intercorporate relations, § 13.1 — Interlocking positions — Practices adverse to 
public interest. 


2. Evidence that practices have been pursued that are violative of the rules 

of ethics and of good business principles ; that the interests of public utility 

companies, their consumers, security holders, and the public have been 

subordinated to those of certain individuals; that the forces responsible for} 
such practices are recognizable and distinguishable; and that such forces} 
will, in all probability, continue to exist—evidence of this sort must be giv- 
en most serious consideration in determining whether those responsiblel 
for and participating in such practices should be given the approval of thel 
Commission on application for authority to continue interlocking positions) 
under the Federal Power Act, p. 374. ; 


Corporations, § 16 — Duties of directors. 


3. Something more is required than an interest in and a knowledge of thel 
affairs of a company in which a person holds a directorship; one holding} 
such a position should attend the meetings of the Board and participate inf} 
the discussion and disposition of matters presented for consideration, p.JJ 
376. _&§ 


Corporations, § 16 — Directors — Duty to stockholders. 


4. A director is not a representative of the management but of the stock-fJ 
holders and should actively participate in the affairs of the company so that} 
they may be conducted for the best interests of the company and of those 
by whom he was elected, p. 376. : 


Intercorporate relations, § 13.1 — Interlocking directorates — Inattention of direc- 
tors. 
5. An application for authority, under § 305(b) of the Federal Power Act,§ 
to continue to hold the position of director in more than one company shouldf 
be denied when the applicant, although of recognized ability, does not be-— 
cause of inattendance properly perform the duties accompanying the posi-J@ sai 
tion of director, p. 376. 


[September 27, 1940.] 
| eemnagers filed pursuant to § 305(b) of the Federal 


Power Act seeking authorization to hold interlocking 
positions; various applications granted and others denied. 


¥ 
APPEARANCES: George T. Ham- By the Comission: Each of the 
bright, Edwin M. Sturtevant, and applicants named in the above-entitled 
Philip C. Kemp, Attorneys, for the matter filed with this Commission 
applicants; Richard J. Connor and_ their respective applications, pursuant 
Leonard Eesley, Attorneys, for the to § 305(b) of the Federal Power 
Federal Power Commission. Act, seeking authorization to hold the 
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positions therein enumerated. Except 
with respect to the application of Fred- 
ick A. Allner (ID-847), this Com- 


yaamission, in each case, issued an order 


aithorizing each of the several appli- 
ants to hold such of said positions as 
were within the purview of § 305(b), 
and in each of said orders specifically 
reserved the right to require the ap- 
jlicant to make further showing that 
wither public nor private interests 
avould be affected by reason thereof. 
Under date of April 19, 1938, this 
@Commission ordered that on June 3, 
1938, each of said applicants at a 
Gearing make further showing that 
|ncither public nor private interests 
W would be adversely affected by reason 
Gof his holding the positions for which 
Gauthorization had been sought. 

On May 25, 1938, the Commission, 
upon the request of counsel for the 
A:pplicants, ordered that the hearing 
Mtheretofore set for June 3, 1938, be 
postponed to September 1, 1938. On 
August 16, 1938, counsel for the ap- 
plicants requested a further postpone- 
ment of said hearing, which said re- 

“quest was, by order of August 19, 
gg 1938, denied by the Commission. 
| Thereafter hearings were held on 
Gsaid applications on September 1, 2, 
48,9, 14, 15, October 20, 31, and No- 
@vember 15, 1938, and on October 2, 
1939. During the ten days of the 
@tearings, 173 exhibits were introduced 
into evidence and 836 pages of oral 
testimony were taken. 

Since the date of the Commission’s 
order instituting this proceeding, the 
Commission was notified on June 2, 
1938, of the death of Marvin E. Bu- 
shong (ID-290), which occurred on 
October 27, 1936, and on February 7, 
1939, was notified of the death of 
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Norman James (ID-483) which oc- 
curred on January 24, 1939. 

Section 305(b) of the Federal 
Power Act, 16 USCA § 825d (b) pro- 
vides as follows: 

“After six months from the date on 
which this part takes effect, it shall be 
unlawful for any person to hold the 
position of officer or director of more 
than one public utility or to hold the 
position of officer or director of a pub- 
lic utility and the position of officer or 
director of any bank, trust company, 
banking association, or firm that is 
authorized by law to underwrite or 
participate in the marketing of secu- 
rities of a public utility, or officer or 
director of any company supplying 
electrical equipment to such public 
utility, unless the holding of such po- 
sitions shall have been authorized by 
order of the Commission, upon due 
showing in form and manner pre- 
scribed by the Commission, that nei- 
ther public nor private interests will 
be adversely affected thereby. The 
Commission shall not grant any such 
authorization in respect of such po- 
sitions held on the date on which this 
part takes effect, unless application for 
such authorization is filed with the 
Commission within sixty days after 
that date.” 

Under the provisions of the forego- 
ing section, two things are to be not- 
ed: 

(1) It is unlawful for a person to 
hold interlocking positions of the 
kinds therein described unless author- 
ized by the Commission, and 

(2) That authorization to hold 
such positions shall only be granted 
upon due showing by the applicant 
that neither public nor private inter- 
ests will be adversely affected. 
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In this matter, in order that we may 
determine the effect, if any, upon pub- 
lic or private interests, which the hold- 
ing of interlocking positions with the 
several corporations involved may 
have, it is necessary to inquire into the 
corporate history and activities, cor- 
porate control and relationship of such 
corporations, as well as the history, 
qualifications, corporate connections, 
and inter-relations of the several ap- 
plicants. 

Most of the positions for which au- 
thorization is applied herein are with 
corporations within what is known as 
the “Baltimore System” and some- 
times referred to as the “Aldred Sys- 
tem.”’ This system is composed of the 
Consolidated Gas Electric Light and 
Power Company of Baltimore, here- 
inafter referred to as the Baltimore 
Company, the Pennsylvania Water 
and Power Company (and its subsid- 
iaries), hereinafter referred to as the 
Holtwood Company, and the Safe 
Harbor Water Power Corporation, 
hereinafter referred to as Safe Har- 
bor Company. 


Positions Not within the Purview 


of § 305(b) 


There are, however, the following 
three companies in which some of the 
applicants hold, or held, positions, 
which companies are not public utili- 
ties within the purview of the Federal 
Power Act, nor banks, trust compa- 
nies, banking associations, or firms au- 
thorized by law to underwrite or par- 
ticipate in the marketing of public 
utility securities, nor do they supply 
electrical equipment to public utilities, 
and, therefore, the positions held 
therein by any of said applicants are 
not within the jurisdiction of this 
35 PUR(NS) 


Susquehanna Canal and Power 
Company 
This company is inactive and owns 
no property other than a piece of un- 
improved real estate. It was incorpo- 
rated under the laws of Pennsylvania 


and has its principal place of business]] 


at Holtwood, Pennsylvania. 


International Power Securities 
Corporation 


This is a Delaware corporation with) 
However, it 
is not engaged in the business of un-7 
derwriting, or participating in the sale} 
of, public utility securities ; nor has itP 
complied with, or qualified to carry on #7 
such business under, the laws of any | 
other state within the United States. 7 
The company is not registered with? 
the Securities and Exchange Commis- 
sion as a broker or dealer in securi- 
ties as provided by § 15 of the Secu-§ 
rities and Exchange Commission Act, § 


broad charter powers. 


1934, 


Delaware Electric Transmission 
Company 


Since the filing of the original ap- : 
plication herein this company was dis- 7 


solved and is no longer in existence. 


The Baltimore Company 


The Consolidated Gas Electric Light 
and Power Company of Baltimore 7 
Its principal Fj 
place of business is located in Balti- J 


was organized in 1906. 


more, Maryland. It owns and oper- 
ates facilities for the generation, trans- 
mission, and distribution of electric 


energy and it is now furnishing, with- § 


out competition from other utilities, 
electric energy and gas in the city of 


364 


Balti 
there 
necte 
Com 


and 


4 pan} 


sale 

and 

ener 
ther 
witl 
Pov 
A 
ing 

time 
ovel 
whi 
scat 
stoc 
gro 
ow! 
pan 
Po 
its 

Jul 
mo 


¢ 





RE ALDRED 


Baltimore and territory adjacent 
thereto. Its facilities are intercon- 
nected with those of the Holtwood 
Company, the Safe Harbor Company, 
and the Potomac Electric Power Com- 
@ pany, and it sells at wholesale for re- 
sale and consumption in Pennsylvania 
and the District of Columbia electric 
energy generated in Maryland. It is, 
therefore, an interstate public utility 
within the meaning of the Federal 
Power Act. 

As of December 31, 1939, accord- 
ing to its Annual Statement, the Bal- 
timore Company had total assets of 
over $165,500,000. Its common stock, 
which has full voting rights, is widely 
scattered, being owned by over 13,600 
stockholders. No one stockholder or 
group of stockholders, through stock 
ownership alone, controls this com- 
pany. The Pennsylvania Water and 
Power Company, however, is one of 


its largest stockholders, owning, as of 
July 6, 1938, 2.50 per cent of its com- 
mon stock. 


The control of the Baltimore Com- 
pany is maintained by the management 
through its control over the proxy ma- 
chinery. The company’s 1,167,397 
shares of common stock being widely 
distributed,! renders the company 
readily liable to this type of control, 
which the management has maintained 
without successful interruption for 
over twenty years. It is to be noted 
that at the stockholders’ meetings, 
only 10 or 15 stockholders are usual- 
ly present in person, and for the 5- 
year period from 1934 to 1938 inclu- 
sive, the proxy committee appointed 
by the Board and consisting of its 
own members, voted the following 





1Largest stockholder as of July 6, 1938, 
owned only 2.78 per cent of the stock. 
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number of shares at the annual stock- 
holders’ meetings : 


Number of Shares Voted 


720,237 
781,343 


The Holtwood Company 


The Pennsylvania Water and Pow- 
er Company was organized in 1910 
to take over the assets of the McCall 
Ferry Power Company upon the re- 
organization of the latter company; it 
owns and operates a combined hydro- 
electric and steam-electric generating 
plant at Holtwood, Pennsylvania, and 
its facilities are interconnected with 
those of the Baltimore Company and 
the Safe Harbor Company. However, 
it sells its entire output at wholesale 
to the following five customers : 


The Baltimore Company; Pennsyl- 
vania Railroad Company; Pennsyl- 
vania Power and Light Company; 
Edison Light and Power Company; 
and Philadelphia Electric Company. 

It has three wholly owned subsid- 
iary transmission companies—the 
Susquehanna Transmission Company 
of Maryland, the Susquehanna Trans- 
mission Company of Pennsylvania, 
and the Pennsylvania Transmission 
Company, but for all practical pur- 
poses, these transmission companies 
are operated as integral parts of the 
Holtwood Company. Holtwood owns 
and operates facilities for the sale of 
electric energy in interstate commerce 
and for the transmission of the same 
from Pennsylvania to points outside 
thereof for consumption by persons 
other than the transmitter and is a 
public utility within the meaning of 
the Federal Power Act. 

The Holtwood Company is an op- 
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erating company with interlocking of- 
ficers and directors in the Baltimore 
System. As of December 31, 1939, 
its Annual Statement showed that it 
had total assets of over $55,500,000. 
Its common voting stock is widely 
scattered, the 429,848 shares being in 
the hands of 3,425 stockholders. 
However, the Baltimore Company is 
its largest stockholder, owning, as of 
August 24, 1938, 5.97 per cent of its 
common stock. 

Similar to the Baltimore Company, 
the control of the Holtwood Company 
is maintained by the management 
through its control over the proxy ma- 
chinery. During the 5-year period 
from 1934 to 1938 inclusive, only 
three or four stockholders other than 
the proxy committee, attended the 
annual stockholders’ meeting at Holt- 
wood, Pennsylvania. At those meet- 
ings, the proxy committee, which is 
appointed by the board from its own 
members, voted the following number 
of shares: 


Year Number of Shares Voted 
BID. owisisehenmneas ero swanass 306,208 
BOSD 06.6 Sicie v.61 Se dwwroreiorarereseieies BANOO 
MOSO ia sieicsoeNaane sv aulseaiecsp tas WeeED 
314,613 
318,292 
The chief executive offices of the 
Holtwood Company are located at 40 
Wall street, New York city, being 
space leased from the firm of Aldred 
and Company, which also has its of- 
fices located there. The meetings of 
the board of directors are held at its 


New York city office. 


Subsidiaries of the Holtwood 
Company 


Susquehanna Transmission Company 
of Maryland 

Susquehanna Transmission Com- 

pany of Maryland owns transmission 
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lines extending from the Maryland- 
Pennsylvania state line to points in 
Maryland and a 10-mile length of 
transmission line from its Baltimore 
switching station to Gunpowder, 
Maryland. Its transmission lines con- 
nect at the Maryland-Pennsylvania 
state line with lines of the (former) 
Susquehanna Transmission Company 
of Pennsylvania, the (former) Penn- 
sylvania Transmission Company, and 
the Holtwood Company. Its facilities 
are used for the transmission in in- 
terstate commerce of electric energy 
generated by the Holtwood Company 
and the Safe Harbor Company in 
Pennsylvania and consumed outside 
thereof by persons other than the 
transmitter. The company is there- 
fore a public utility within the mean- 
ing of the Federal Power Act. 


Susquehanna Transmission Company 
of Pennsylvania 


Pennsylvania Transmission Company 


Both of the above companies did 
own and operate facilities for the 
transmission of electric energy in in- 
terstate commerce. However, on No- 
vember 28, 1939, this Commission au- 
thorized and approved the sale of all 
of the electric facilities of both the 
Susquehanna Transmission Company 
of Pennsylvania and the Pennsylvania 
Transmission Company to the Holt- 
wood Company, the parent company, 
and on January 4, 1940, the Commis- 
sion was notified that both of the sales 
were consummated. 


Safe Harbor Company 


In 1930 the Baltimore and Holt- 
wood companies organized the Safe 
Harbor Water Power- Corporation, 
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the Baltimore Company taking two- 
thirds of the capital stock carrying 


one-half the voting control, and the’ 


Holtwood Company taking one-third 
the capital stock with one-half of the 
voting control. None of this stock is 
in the hands of the public. 

The Safe Harbor Company owns 
and operates hydroelectric facilities in 
the Susquehanna river for the genera- 
tion of electric energy at Safe Harbor, 
Pennsylvania. It sells its entire out- 
put at wholesale to the Baltimore Com- 
pany and the Holtwood Company. A 
substantial portion of the energy sold 
to the Baltimore Company is consumed 
without the state of Pennsylvania. By 
virtue of such sales at wholesale and 
by the ownership of facilities, there- 
fore, the Safe Harbor Company is a 
public utility within the meaning of 
the Federal Power Act. 

The corporate office of Safe Harbor 
Company is located at Holtwood, 
Pennsylvania, where the stockholders’ 
meetings are held. Operating, con- 
struction, engineering supervision, de- 
sign, and cost accounting personnel 
are located in the Lexington building 
in Baltimore, which is owned by the 
It also has the 


Ml use of office space at 40 Wall street, 
3 New York city, in the offices of Al- 
3 dred & Company, where its board of 
j directors’ meetings are held. 


According to its Annual Statement, 


as of December 31, 1939, its balance 
| sheet showed it had total assets of 
Mm over $32,000,000. 


The Baltimore System 


The three above-described compa- 


1 nies (and the subsidiaries of the Holt- 
| wood Company) together operate a 
] regional power system known as the 
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Baltimore System. It is to be noted 
that, in this system, Safe Harbor Com- 
pany sells power only to the Baltimore 
Company and the Holtwood Company ; 
that the Holtwood Company sells 
power only at wholesale; and that the 
Baltimore Company is the only unit 
which distributes power at retail to the 
consumers. 

In 1910, John Edward Aldred be- 
came president, director, and chair- 
man of the board of directors of both 
the Holtwood Company and the Balti- 
more Company and from that time to 
December 31, 1938, continuously held 
the positions of director and chairman 
of the board of both of these compa- 
nies. During the year 1910, Aldred 
placed the following persons, who for 
many years prior thereto, had been 
associated with him in the develop- 
ment of a hydroelectric project in Can- 
ada, in the following positions in the 
Holtwood Company: John Abbet 
Walls, chief engineer; F. Abels All- 
ner, assistant chief engineer; and 
James L. Rintoul, chief accountant. 

Also during that year he caused the 
advancement of the following persons 
to the following positions in the Bal- 
timore Company: Herbert A. Wag- 
ner, vice president in charge of elec- 
tric operations ; Charles M. Cohn, vice 
president in charge of gas operations; 
and William Schmidt, Jr., secretary. 

All of the above-named officers still 
hold positions with these companies 
and are applicants before this Com- 
mission in these proceedings, 

In 1910 Aldred established the pol- 
icy of interlocking corporate positions 
between the Holtwood Company and 
the Baltimore Company, and upon the 
organization of the Safe Harbor Com- 
pany, the same policy was pursued by 
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that company. As of September 2, 
1938, the following chart shows 
graphically the interlocking positions 
held by the officers and directors of 
these three companies : 

Balti- 

more 


Co. 


Holt- 
wood 
Co. 
CDE! CDE} 
DEO2 DE 
DE’ DEO 
DEO D 
DEO 


Safe 
Harbor 
Co. 


CDE™* 
DEO 


John E. Aldred 
Herbert A. Wagner 
John A. Walls 
Charles M. Cohn 
William Schmidt, Jr. 
F. Abels Allner O 
James L. Rintoul DO 
James Walworth D1 
F. Jerome Allen O 
Mortimer N. Buckner D D 
Frederick W. Wood DE D 
James E. O’Connor 

James L. Quinn 

David E. Williams, Jr. 

John W. Drayton 

Irvin W. Gleason 


Other than Interlocking 


Norman James DE* 
R. Howard Bland 
William J. Casey 
Howell Fisher 
Chester F. Hockley 
Charles S. Jackson 
W. Bladen Loundes 
James L. Richards 
John K. Shaw 
Mason B. Staning 
Joseph S. Young 
M. E. Noyes 
Henry R. Cook, Jr. 
Forrest E. Ricketts 
Charles P. Crane 
C. E. Wollman 
Herman L. Gruehn 
R. F. Bonsall 

H. J. Stringer 


* C—Chairman of the Board; D—Director; 
E—Member of Executive Committee; 
O—Officer. 

1 Resigned, effective December 31, 1938. 
2 Elected Chairman of the Board March 21, 
1939 


3 Resigned February 2, 1939. 

4Died January 24, 1939. 

5 At a special meeting of the Board of 
Directors held on January 2, 1939, John L. 
Whitehurst and John M. Nelson, Jr., were 
elected directors of the Baltimore Company 
and Ralph L. Thomas was elected a director 
and member of the Executive Committee. 


Aldred and Company 
Since the date of its organization, 
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Summerfield Baldwin, Jr. D 

D 
DE 
DE 


OO00000 


1913, John E. Aldred has held the con- 
trolling interest in the firm of Aldred 
and Company, a partnership engaged 
in the business of investment bank- 


ing, located at 40 Wall street, New 


York city. 


It is also engaged in un-§ 


derwriting or participating in the mar- f 
keting of public utility securities. Or- 
iginally Alred organized the firm for 
the purpose of facilitating the financ- | 
ing and distribution of securities of | 
the Baltimore Company and the Holt- 9] 
wood Company, and for nearly twenty | 


firm has acted as fiscal agent for both : 


of these companies. 


The total fees paid Aldred and Com- 


pany by the Holtwood Company, Bal- | 
timore Company, and the Safe Har- | 


bor Company for the period between 
January 1, 1928, to August 26, 1935, 
when the fiscal agent agreements were 


terminated, amounted to $1,176,637, 7 
or an average of approximately $157,- | 


000 per year. 


In 1936 Aldred, who was director, 9 
chairman of the board, and chairmen Ff 


i 


| 


of the executive committee of all three | 


companies (for ten years prior there- 7 
to had received no salary as_ such), | 
was put on the payroll of the Balti- 7 
more Company at $100,000 per year, 
the Holtwood Company at $60,000 © 
per year, and the Safe Harbor Com- ff 
pany at $15,000 per year—an aggre- FF 





2 August 26, 1935, was the effective date of 
the Federal Power Act, of which § 305(a), : 


16 USCA § 825d (a) reads as follows: 
“Sec. 305 (a). 


receive for his own benefit, directly or in- 


directly, any money or thing of value in re- 


spect of the negotiation, hypothecation, or sale 


by such public utility of any security issued 


or to be issued by such public utility, or to 


share in any of the proceeds thereof, or to § 


participate in the making or paying of any 
dividends of such public utility from any funds 
properly included in capital account.” 
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It shall be unlawful for any § 
officer or director of any public utility to © 
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gate of $175,000 per year. This ar- 
rangement continued in effect to De- 
cember 31, 1939, the effective date of 
his resignations from all positions 
with the three companies. 


@ Relations of Baltimore System Com- 
3 panies with Aldred and Company 


(Wagner, Cohn, and Walls) 
4 ©6Three of the top executives in the 
] Baltimore system, Herbert A. Wag- 
MW ner, Charles M. Cohn, and John A. 
7 Walls, hold the following positions: 


Safe 
Harbor 
VP.-Dir. 
Mbr. Exec. 
Comm. 


Baltimore 

Wagner Pres.—Dir. 
Ch. of Bd. 

Mbr. Exec. 
Comm. 


Holtwood 

Dir. 

Mbr. Exec. 
Comm. 


Dir. Dir. 


Pres.—-Dir. 
Mbr. Exec. 
Comm. 


Pres.—Dir. 
Mbr. Exec. 
Comm. 


Deposits with Aldred and 


Aldred and Company was a deposi- 
tory for funds subject to check for the 
Baltimore Company from November, 
1916, to October 26, 1931, at which 
time the balance on deposit was 
$950,000, and was also a depository 
for funds for the Holtwood Company 
from May, 1923, to October 26, 1931, 
at which time the balance on deposit 
was $997,206.71. 

On October 26, 1931, Aldred re- 
quested that Herbert A. Wagner, presi- 
dent and director of the Baltimore 
Company, Charles E. F. Clark, then 
president and director of the Holt- 
wood Company, Charles M. Cohn, ex- 
ecutive vice president and dirgetor of 
the Baltimore Company, and John Ab- 
bet Walls, then vice president and di- 
rector of the Holtwood Company and 
[24] 


Mbr. Exec. 
Comm. 


Company 
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a partner in Aldred and Company, con- 
fer with him at his office in New York, 
which they did. At this conference, 
Aldred suggested that the deposits with 
Aldred and Company be increased with 
sums aggregating $375,243.29, which 
would make the total on deposit by 
the two companies amount to $2,322,- 
450. Aldred also proposed, as security 
for the payment of the balances of the 
deposit accounts of Baltimore Com- 
pany and the Holtwood Company, to 
assign to Ormston Estates, Inc.,? a 
newly organized corporation, the title 
to approximately 118 acres ot land 
and the improvements thereon, the 
same being the estate home of Aldred, 
which he valued at $3,573,000, located 
on Long Island Sound in the town of 
Lattington, New York, and to deliver 
to a trustee all of the capital stock (20 
shares) of said corporation. 


All of those attending the confer- 
ence agreed to accept Aldred’s propos- 
al, and on October 29, 1931, the Balti- 
more Company made an additional 
deposit of $211,225, and the Holt- 
wood Company made an additional de- 
posit of $164,018.29 with Aldred and 
Company, making a balance on deposit 
for each company of $1,161, 225, or a 
total for both companies of $2,322,450. 
On the same day, there was handed to 
Charles E. F. Clark, as trustee, and 
accepted by him as such, a certificate 
for 20 shares of the capital stock of 
Ormston Estates, Inc. (being all of its 
capital stock), along with a letter of 
transmittal which states that these 
shares are to be held by the trustee as 
collateral security for the indebtedness 





3 Officers of Ormston Estates, Inc., are John 
E. Aldred, president and treasurer, Janet M. 
Aldred (his wife) vice president and H. G. 
Perry, secretary (an employee of Aldred & 
Company). 
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of Aldred and Company to the Penn- 
sylvania Water and Power Company 
and/or the Consolidated Gas Electric 
Light and Power Company of Balti- 
more, represented by deposits made 
or to be made by said corporation with 
said firm, not in excess, however, of a 
maximum of $2,322,450 of deposits. 
Also on this same day, Aldred and 
Company issued to the Baltimore Com- 
pany and the Holtwood Company re- 
spectively, certificates evidencing the 
deposit of the sum of $1,161,225 each, 
and each payable on June 9, 1932, and 
each bearing interest at 43 per cent. 

It is clear from the evidence, and it 
is a fact of which we take judicial no- 
tice, that during the month of Octo- 
ber, 1931, and for some time prior 
thereto, the business and financial af- 
fairs of the nation were in a precari- 
ous and uncertain condition; that 
banks all over the country were hav- 
ing difficulties; that prices of securi- 
ties in the nation’s leading industrial 
concerns were very low and that the 
real estate market was demoralized 
and the possibility of disposing of 
property of the nature of Ormston Es- 
tates was very remote. 

It is also clear from the evidence 
that on October 26, 1931, Aldred and 
Company was in a very stressed and 
precarious condition and in need of 
immediate financial assistance. At that 
time, Aldred and Company was unable 
tc pay the balance already on deposit 
totaling $1,997,202.71 due the Balti- 
more Company and Holtwood Com- 
pany, without selling Aldred’s estate on 
Long Island, property for which there 
was no immediate market. 

However, in spite of the depressed 
economic conditions then existing and 
notwithstanding Aldred and Com- 


pany’s precarious financial position, 
these officers and directors of the Balti- 
more Company and the Holtwood 
Company attending the conference re- 
ferred to above, completely acquiesced 
in the proposal by Aldred to deposit 
$375,243.29 more with Aldred and 
Company over and above substantial 
amounts already on deposit, without 
making any investigation, or having 
any made, as to the financial condition 
of Aldred and Company, or securing 
an independent appraisal as to the val- 
ue of the property which made up 


Ormston’s Estates, Inc., or as to the | 


current market therefor. 
It is also to be noted that no report 


of the above transaction was made to | 


the boards of directors or executive 


committees or stockholders of either | 


the Baltimore Company or the Holt- 
wood Company until the latter part 
of June, 1934. 

After October 29, 1931, no checks 
were drawn on or withdrawals made 
from the above-described deposits by 
either the Baltimore Company or the 
Holtwood Company. On June 16, 
1934, Aldred and Company discontin- 
ued the private banking division of its 
business, and being unable to pay the 
deposits in cash, the Baltimore Com- 
pany and the Holtwood Company ac- 
cepted demand notes dated June 15. 
1934, bearing interest at the rate of 3 
per cent per annum in lieu of the cer- 
tificates of deposit which were in the 
same amounts as they were on Octo- 
ber 29, 1931, but which were bearing 
interest at the rate of 44 per cent. 

As the result of a protest against 
the failure of the board of directors to 
collect the amount due from Aldred 
and Company, made by a stockholder 
at the annual stockholders’ meeting of 
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the Baltimore Company, on March 15, 
1938, a committee was appointed to 
investigate the indebtedness of Aldred 
and Company. The report of this com- 
mittee, dated August 10, 1938, states 
that it investigated the financial condi- 
tions of Aldred and Company, Aldred 
and Company, Ltd., Aldred Building, 
Ltd., and the partner of Aldred and 
Company, and found none of these in- 
dividuals or companies had any net 
worth which could be applied to the 
payment of this obligation, and that, 
if collection of the indebtedness were 
to be enforced at this time, the com- 
pany would recover very little beyond 
what it could realize from the sale of 
@ the stock of Ormston Estates, Inc., 
and it would be extremely difficult to 
dispose of this stock at this time for 
anything approaching a fair price or 
@ for an amount which would not result 
@ in leaving a large deficit owing to the 
9 company. 

Between June 15, 1934, and Octo- 
ber 2, 1939, the total amount paid by 
@ Aldred and Company towards reducing 
M the above obligation on the demand 

notes was $145,000, which was equal- 
@ ly divided between the Baltimore Com- 
@ pany and the Holtwood Company, 
@ leaving a balance due each company 
@ of $1,088,725, or a total of $2,177,- 
450. 

At a meeting of the board of direc- 
tors of the Baltimore Company on 
February 2, 1939, the board, without 
having been requested by Mr. Aldred, 
and without having discussed the mat- 
ter with him or any member of the 
firm of Aldred and Company, unani- 
mously adopted a resolution reducing 
the interest rate from 3 to 1 per cent 
on the above-described obligation due 
from Aldred and Company. Among 
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the thirteen directors present were 
Mortimer N. Buckner, Charles M. 
Cohn, William Schmidt, Jr., Herbert 
A. Wagner, John Abbet Walls, and 
Frederick W. Wood, all applicants 
herein and parties to this proceeding. 

On February 10, 1939, at a meeting 
of the board of directors of the Holt- 
wood Company, the board, without 
having been requested by Mr. Aldred, 
and without having discussed the mat- 
ter with him or any member of the 
firm of Aldred and Company, adopted 
a similar resolution. Among those 
directors present at this meeting were 
Mortimer N. Buckner, Charles M. 
Cohn, John Abbet Walls, Frederick 
W. Wood, John W. Drayton, James 
L. Rintoul, and David E. Williams, 
Jr. 
In the relationship between the sys- 
tem companies and the firm of Aldred 
and Company, a firm which is author- 
ized by law to underwrite and partici- 
pate in the marketing of the securities 
of public utilities, the things that 
might be for the benefit of Aldred and 
Company might be a decided detri- 
ment to the system companies. Here 
the situation was clearly such as was 
anticipated by the enactment of § 305. 
Prior to the time this section became 
effective, officers of the system compa- 
nies, by virtue of their partnership in 
Aldred and Company, were receiving 
compensation in respect to the negoti- 
ation of securities thereof by means 
of fees paid to the partnership for 
services as fiscal agent. 

After the enactment of the Federal 
Power Act and down to January 1, 
1939, John Edward Aldred remained 
a partner of Aldred and Company and 
was at the same time the chief execu- 
tive officer of the Baltimore Company, 
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the Holtwood Company, and the Safe 
Harbor Company. Two other part- 
ners in that firm (Walworth and 
Walls), were also officers and/or di- 
rectors of Baltimore System com- 
panies. 

The evidence also shows that Aldred 
personally undertook to render serv- 
ices similar to those previously per- 
formed by him as a member of the 
firm and was to receive therefor annu- 
al compensation from the three com- 
panies which, in the aggregate, slight- 
ly exceeded the average annual fees 
which the firm had received per year 
during the preceding 5-year period. As 
a matter of fact, the compensation re- 
ceived by Aldred was turned over to 
and taken into the income of the firm. 
I+ appears, therefore, that this change 
was more apparent than real and that 
the only material effect thereon was to 
fix the maximum charges for such 
services. 


Resignations 


During the course of the hearings, 
Aldred, the founder of the Baltimore 
System, and its active head for twen- 
ty-eight years, resigned as of January 
1, 1939, all positions held by him in 
the companies constituting that sys- 
tem. Walworth also, and as of the 
same date, resigned all such positions 
held by him. Walls ceased to be a 
partner in the firm of Aldred and Com- 
pany, and resigned the positions held 
by him in the International Power 
Securities Corporation, an Aldred con- 
trolled company. It appears that Al- 
len, who was an employee (not a 
partner) of the firm, and also an offi- 
cer and/or director of certain com- 
panies in the system, is no longer em- 
ployed in the former position. These 
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several resignations appear to have 
terminated the former interlocking 
relationship between .the partnership 
and the system companies. 


Aldred Control 


Initially, Aldred controlled the Bal- | 
timore and the Holtwood companies | 
by means of actual control of the vot- | 
ing securities; in the exercise of that | 
control he designated the officers and | 
Subse- § 
quently, the management has main- | 
tained that control through the prox- § 
The chief | 
executive officers of the several com- Jj 
panies have been associated with Al- | 
dred for many years and it is clear | 
from the evidence that Aldred has con- | 
trolled and dominated the affairs of | 


directors of those companies. 


ies of absent stockholders. 


the system since its inception. 


The complete unqualified and un- § 
questioned acquiescence by the other j 
participants (Clark, Wagner, Cohn, § 
and Walls) in the proposal made by § 
Aldred at the meeting of October 26, § 
1931, is convincing evidence of his J 
influence over them. His proposal re- j 
quired, in a period of serious financial | 
stress, a deposit with the firm of | 
$375,000 over and above an already § 
substantial amount on deposit there- § 
with, yet the participants claim the J 
matter was not of sufficient impor- § 


tance to be presented for the consider- 


ation of the boards of directors of ei- F 
ther company, and this was not done § 
until some three years later. Aldred’s § 


financial circumstances referred to 
above, at the time of this transaction. 


strongly suggest that the real motive f 
for the proposal was the need for cash 
on the part of the partnership and, f 


under the circumstances, the proffer 
of the stock of Ormston Estates, Inc., 
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as security was little more than a 
gesture. 

Wagner, Cohn, Schmidt, Walls, 
Allner, Rintoul, and Allen have been 
employed by Aldred, or associated 
with him, in a subordinate position for 
twenty-eight years or more because of 
Aldred’s control of the several com- 
panies with which they have been 
connected, and each of them may well 
attribute to him his original and con- 
tinued employment, and perhaps his 
present position therewith. To as- 
sume that under such circumstances 
over such a period of time, there had 
not developed in the mind of each of 
them a feeling of obligation and loyal- 
ty to their superior would require a 
postulate directly in conflict with hu- 
man nature and experience. In spite, 
therefore, of Aldred’s resignations 
from the positions held by him in the 
system, it is not believed that the in- 
fluence heretofore shown to have been 
exercised by him over officers and di- 
rectors of these companies has termi- 
nated. 

It seems clear that Congress did not 
consider the holding of interlocking 
positions objectionable in all cases, 
otherwise it would no doubt have spe- 
cifically prohibited the holding of such 


positions. There appears to have been 
a recognition that under some condi- 
tions the holding of such positions 
might be desirable. 

[1] By the enactment of § 305(b) 
of the act, 16 USCA § 825d (b) Con- 
gress made unlawful the holding of 
so-called multiple directorships unless 
the holding of such ‘positions shall 
have been authorized by order of this 
Commission, and placed the burden 
for showing that neither public nor 
private interests will be adversely af- 
fected thereby upon the applicant. 
Obviously, therefore, this Commis- 
sion is required to inquire into and de- 
termine with respect to each applica- 
tion presented for its approval, wheth- 
er the circumstances and conditions 
found therein are such as may reason- 
ably be expected to accomplish that 
purpose. 

It is believed that among the evils 
sought to be eliminated by the enact- 
ment of § 305(b), supra, were:* 

(1) Control over a large number 
and geographically wide-spread pub- 
lic utilities by a small group of indi- 
viduals with perhaps a minimum of 
investment ; 

(2) The evasion by means of com- 
mon control of competition resulting 





# In Title I, §1, of the Public Utility Act of 
1935, 15 USCA § 79a, Title II of which is the 
Federal Power Act, it is stated: 

- the interest of investors in the se- 
curities of holding companies and their sub- 
sidiary companies and affiliates, and the in- 
terest of consumers of electric energy and 
natural and manufactured gas, are or may be 
adversely affected e 


“(2) when subsidiary public utility com- 
panies are subjected to excessive charges for 
services, construction work, equipment, and 
materials, or enter into transactions in which 
evils result from an absence of arm ’s-length 
bargaining or from restraint of free and in- 
dependent competition; when service, manage- 
ment, construction, and other contracts involve 
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the allocation of charges among subsidiary 
public utility companies in different states so 
as to present problems of regulation which 
cannot be dealt with effectively by the states; 
“(3) when control of subsidiary public util- 
ity companies affects the accounting practices 
and rate, dividend, and other policies of such 
companies so as to complicate and obstruct 
state regulation of such companies, or when 
control of such companies is exerted through 
nnittetitianas ial small investment ; 


= 5) when in any other coment dase? is ile 
of economy of management and operation of 
public utility companies or lack of efficiency 
per adequacy of service rendered by such com- 
panies, or lack of effective public regulation, 
or lack of economies in the raising of capital.” 
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in higher costs and poorer services to 
consumers ; 

(3) The lack of arm’s-length deal- 
ings between public utilities and or- 
ganizations furnishing financial serv- 
ices or electrical equipment ; 

(4) The employment of dummy di- 
rectors designated solely for the pur- 
pose of executing the orders of those 
in control, and nominal directors who 
give little time and attention to the af- 
fairs of the companies ; 

(5) Violations of laws, ethics, and 
good business practices by those hold- 
ing such interlocking positions where- 
by such relationship is employed for 
their own benefit or profit, or for the 
benefit or profit of any other person 
or persons and to the detriment of the 
companies, their security holders or 
the public interest. 

Since the formal severance of the 
relationship between the partnership 
and the system, the principal question 
remaining is whether the holding by 
the applicants herein of interlocking 
positions between companies within the 
Baltimore system will adversely affect 
public or private interests. This ques- 
tion involves the further questions : 

(1) Whether the conduct of such 
applicants with respect to transactions 
between the partnership and the sys- 
tem companies has constituted viola- 
tions of the principles of ethics or of 
good business practice which would 
make the continued holding by them 
of interlocking positions contrary to 
public or private interest, and 

(2) Whether the present actual re- 
lationship between Aldred and such 
applicants is such that the holding by 
them of such positions will adversely 
affect public or private interests. 

It will be remembered that only 
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Aldred, Clark (since deceased), Wag- 
ner, Cohn, and Walls were present at 
the meeting of October 26, 1931, and 
that the transaction then agreed upon 
was not brought to the attention of the 
other officers or directors until 1934. 
Then the deposit of additional funds 
and the acceptance of securities was a 
fait accompli, so far as the others 
were concerned. 

[2] Where it is shown, as it has 
been shown in this case, that practices 
have been pursued that are violative of 
the rules of ethics and of good busi- 
ness principles; that the interests of 
the companies, their consumers, their 
security holders and the public have 
been, in some instances, subordinated 
to those of certain individuals; that 
the forces responsible for such prac- 
tices are recognizable and distinguish- 
able; that such forces will, in all prob- 
ability continue to exist, the public in- 
terest requires that such evidence be 
given most serious consideration in 
determining whether those responsible 
for and participating in such practices 
should be given the approval of this 
Commission. Obviously, a guide can 
be found to what an individual may 
be expected to do in the future from 
what he has done in the past. Fur- 
thermore, it is believed that the ap- 
proval of the applications of certain 
officers or directors, under the circum- 
stances shown to exist herein, may 
reasonably be considered as approval 
of practices believed inimical to pub- 
lic and private interests. 


We, therefore, conclude that the 
participation of Wagner, Cohn, and 
Walls in the transactions hereinabove 
discussed; their continuing personal 
relationship to and evident solicitude 
for Aldred; the continuing existence 
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of the opportunity to express such so- 
licitude in a manner adverse to public 
and private interests require that the 
applications of such applicants be 
denied. 

In the light of the foregoing find- 
ings we make the further finding that 
applicants Wagner, Cohn, and Walls 
have not shown that neither public nor 
private interests will be adversely af- 
fected by their continuing to hold the 
interlocking positions for which they 
here seek authorization. 


Buckner, Allen, and Schmidt 


There is no evidence in the record 
indicating that these applicants par- 
ticipated in the transactions, described 
hereinabove, respecting the deposits 
with Aldred & Company by the Balti- 
more and Holtwood companies. How- 
ever, for other reasons, which we set 
out below, we find that they have 
failed to show that neither public nor 
private interests will be adversely af- 
fected by their continued holding cer- 
tain interlocking positions for which 
they herein seek authorization. 


Mortimer N. Buckner (ID-284) 


This applicant seeks to hold the fol- 
lowing positions : 

Director, Consolidated Gas Elec- 
tric Light & Power Company of Bal- 
timore; director and member of Ex- 
ecutive Committee, Pennsylvania Wa- 
ter & Power Co.; director and mem- 
ber of Executive Committee, Safe 
Harbor Water Power Corporation; 
and director, International Power Se- 
curities Co. 

Applicant has served continuously 
as a member of the board of directors 
of the Baltimore Company since April 
2, 1935; as a director and member of 
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the executive committee of the Holt- 
wood Company since November 19, 
1914; as a director since November 
16, 1934, and as a member of the ex- 
ecutive committee since February 21, 
1936, of the Safe Harbor Company. 

During the 18-month period pre- 
ceding August 26, 1938, 19 meetings 
of the board of directors of the Bal- 
timore Company were held, of which 
the applicant attended only 2. In the 
same period 10 meetings of the board 
of directors of the Holtwood company 
and 10 meetings of the board of di- 
rectors of the Safe Harbor Company 
were held and applicant attended 8 of 
such meetings in each case. 

In addition to the positions for 
which authorization is sought herein 
applicant is an officer and/or director 
of 22 other corporations which may 
be grouped according to the kind of 
business in which they are engaged as 
follows: 1 investment company, 3 
“liquidating investment” companies, 
4 railroad companies, 4 manufactur- 
ing companies, 1 real estate company, 
3 insurance companies, 3 banking com- 
panies, 1 safe deposit company, a flood 
credit company, and the New York 
World’s Fair. 

The applicant is chairman of the 
board of directors of the New York 
Trust Company, one of the banking 
companies above described, which 
trust company is a depository for 
funds, stock transfer agent, registrar, 
trustee, and/or dividend disbursement 
agent for various issues of securities 
of the Baltimore, Holtwood, and Safe 
Harbor companies. 

As of August 26, 1938, Buckner 
owned personally 100 shares of com- 
mon stock of the Baltimore Company. 
However, in addition thereto, he rep- 
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resented the interests of five stock- 
holders in the ownership of 13,610 
shares of common stock and the inter- 
ests of one stockholder in the owner- 
ship of 1,500 shares of preferred stock 
of the Baltimore Company. 

[8-5] We note that Buckner at- 
tended only 2 out of 19 meetings of 
the board of directors of the Balti- 
more Company. Such apparent in- 
difference to the problems of the com- 
pany does not indicate that the experi- 
ence of this applicant was of any bene- 
fit in conducting the affairs of the Bal- 
timore Company. Aldred testified that 
Buckner frequently consults with the 
management and asks for information 
and that he is very much alive to the 
conditions and affairs of the company. 
It is our opinion, however, that in 
spite of the recognized ability of the 
applicant he cannot, by such inattend- 
ance, properly perform the duties ac- 
company the position of director 
of the Baltimore Company. Some- 
thing more is required than an interest 
in and a knowledge of the affairs of 
the company. One holding such a 
position should attend the meetings of 
the board, participate in the discussion 
and disposition of matters presented 
for consideration so that he may know, 
at first hand, its program and its 
problems and give to such meetings 
the benefit of his independent and un- 
influenced judgment. Not to do so 
renders the holding of such director- 
ship a fiction; the very purpose of the 
board of directors is defeated, and the 
security holders are misled in the be- 
lief that the director is actually per- 
forming the duties of that position. A 
director is intended to be, not a repre- 
sentative of the management, but of 
the stockholders, and should actively 
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participate in the affairs of the com- 
pany so that they may be conducted 
for the best interests of the company 
and of those by whom he was elected. 


The New York supreme court in § 
Kavanaugh v. Gould (1911) 131 NY § 
Supp 1059, 1064, had this to say re- 7 


specting directors: 


“If the by-laws require monthly § 
meetings, they must make diligent ef- 9 
They § 
must give their best efforts to ad- | 


fort to be present thereat. 


vance the interest of the corpora- | 


tion, both by advice and 


be assigned to them. 
has no place for dummy directors. 


They are bound generally to use every | 


coun- | 
sel and by active work on behalf of | 
the corporation when such work may | 
The law § 


effort that a prudent business man | 


would use in supervising his own af- | 


fairs with the right, however, ordi- 


narily to rely upon the vigilance of the 9 
executive committee to ascertain and 


report any irregularity or improvident 
acts in its management.” 


In the light of the foregoing find- 
ings with respect to this applicant we 
make the further finding that he has 
failed to show that his continued hold- 
ing of the position of director of the 
Baltimore Company will not adverse- 
ly affect public or private interests, 
and his application for this position 
should therefore be denied. 

However, the foregoing cannot be 
said with respect to positions held by 
him with the Holtwood and Safe Har- 
bor companies. 

Applicant attended a large percent- 
age of the meetings of the boards of 
each of these companies and has per- 
formed the duties of such officers. We 
find that the applicant has made due 
showing that his holding of the posi- 
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tions for which authorization is 
sought with the Holtwood Company 
and the Safe Harbor Company will 
not adversely affect public or private 
interests. 

As to his position with Internation- 
al Power Securities Corporation we 
have heretofore held that this com- 
pany is not within the purview of 
§ 305(b), 16 USCA § 825d (b) and 
therefore we have no jurisdiction over 
his position held therein. 


Frederick J. Allen (ID-251) 


This applicant seeks to hold the fol- 
lowing positions: Secretary, Penn- 
sylvania Water & Power Co.; Secre- 
tary, Safe Harbor Water Power Cor- 
poration; and Director, Susquehanna 
Transmission Company of Mary- 
land. 

Applicant has continuously held the 
position of secretary of the Holtwood 
Company since September, 1913; he 
has continuously held the position of 
secretary of the Safe Harbor Com- 
pany since January, 1930, and he has 
continuously held the position of di- 
rector of the Susquehanna Transmis- 
sion Company of Maryland since Feb- 
ruary, 1913. For the 12-month pe- 
riod ending July 21, 1938, he received 
as compensation for his services as 
secretary of the Holtwood Company 
$3,000, and as secretary of the Safe 
Harbor Company $1,500. He has 
received no compensation for his serv- 
ices as director of the Susquehanna 
Transmission Company of Maryland. 

During the eighteen months prior 
to August 26, 1938, there were held 5 
meetings of the board of directors of 
the Susquehanna Transmission Com- 
pany of Maryland, none of which the 
applicant attended. 
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When Allen was first elected secre- 
tary of the Holtwood Company he was 
an employee of Aldred & Company 
and such relationship continued until 
sometime subsequent to September 1, 
1938, when his employment with Al- 
dred & Company ceased. His busi- 
ness address is 40 Wall street, New 
York city, the same as that of Aldred 
& Company. 

In view of the fact that applicant 
attended none of the meetings of the 
board of directors of Susquehanna 
Transmission Company of Maryland 
during the 18-month period shown, it 
may be concluded that he is no more 
than a nominal director of that com- 
pany. Further, it is our opinion that 
his direct employment by Aldred & 
Company and his daily contacts with 
the personnel thereof over a period of 
twenty-five years has established a re- 
lationship under the circumstances of 
which the applicant will not exercise 
independent judgment with respect to 
the affairs of Holtwood and Safe Har- 
bor companies, especially where the 
interests of those companies may con- 
flict with those of Aldred & Company. 


Accordingly, in the light of the fore- 
going findings with respect to this ap- 
plicant, we make the further finding 
that he has failed to show that neither 
public nor private interests will be ad- 
versely affected by his holding of the 
interlocking positions for which he 
herein seeks authorization. 


William Schmidt, Jr. (ID-89) 


This applicant seeks to hold the fol- 
lowing positions: Vice president, di- 
rector, and member of executive com- 
mittee, Consolidated Gas Electric 
Light & Power Company of Balti- 
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more; director, Safe Harbor Water 
Power Corporation. 

In 1906, at the time of the forma- 
tion of the Baltimore Company, 
Schmidt became its auditor. Then in 
1910, after Aldred became president, 
Schmidt became secretary, and in 1914 
he was elected a director, which posi- 
tion he has held continuously since. 
In 1926 he was made secretary and 
treasurer, which positions he held un- 
til 1938, when he became a vice presi- 
dent of the Baltimore Company, for 
which he received a salary of $27,500 
per year. 

This applicant became director of 
the Safe Harbor Company in Febru- 
ary, 1930, shortly after its incorpora- 
tion, and has held that position con- 
tinuously since. 

During the eighteen months preced- 
ing August 26, 1938, there were 19 
meetings of the board of directors of 
the Baltimore Company, of which the 
applicant attended 18, and there were 
10 meetings of the board of directors 
of the Safe Harbor Company, of 
which the applicant attended only one. 

All that was said respecting Buck- 
ner’s inattendance at the director’s 
meetings of the Baltimore Company 
can be said respecting Schmidt’s inat- 
tendance at the director’s meetings of 
the Safe Harbor Company. The fact 
that Schmidt makes no excuse or ex- 
planation of his failure to attend all 
but one of the director’s meetings held 
in eighteen months of Safe Harbor 
Company, in our opinion, clearly es- 
tablishes his position therewith as 
that of a nominal or dummy director, 


contrary to the spirit and intent of 
§ 305(b), supra. 

In the light of the foregoing find- 
ings with respect to this applicant, we 
make the further finding that he has 
failed to show that neither public nor 
private interests will be adversely af- 
fected by his continuing to hold the 
position of director of the Safe Har- 
bor Company. 


Authorizations to Be Granted 


With respect to applicants F. Abels 
Allner (ID-847), James L. Rintoul 
(ID-164), Frederick W. Wood (ID- 
92), James E. O’Connor (ID-163), 
James L. Quinn (ID-166), David E. 
Williams, Jr. (ID-796), John W. 
Drayton (ID-101), and Irving W. 
Gleason (ID-132), we find that they 
have made due showing that their con- 
tinued holding of the interlocking po- 
sitions within the purview of § 305 
(b) for which they seek authorization 
herein will not adversely affect public 
or private interests. 


Applications Dismissed 


With respect to applicants John E. 
Aldred (ID-178), Joseph Walworth 
(ID-179), Mitchell Johnson (ID- 
795), and Joseph W. Gross (ID-175), 
we find that since instituting these 
proceedings, as result of resigna- 
tions of which they have notified the 
Commission, they no longer hold two 
or more positions within the purview 
of § 305(b), and their applications 
should therefore be dismissed. 

Appropriate orders will issue in ac- 
cordance with this opinion and find- 
ings. 
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COLORADO PUBLIC UTILITIES COMMISSION 


Re S. L. Rodgers, Doing Business As 
“Broadway Moving & Storage Company” 


[Application No. 2061-A, Decision No. 15858.] 


Certificates of convenience and necessity, § 20 — Commission powers — Non- 
assignable nature of certificate. 


1. The Commission has authority to make a certificate of convenience and 


necessity nonassignable, p. 380. 


Certificates of convenience and necessity, § 21 — Amendment or alteration of 


certificate — Proof. 


2. The Commission can alter and change a certificate of convenience and 
necessity and eliminate restrictions upon the assignment thereof only upon 
a showing that public convenience and necessity require such changes or 


elimination, p. 381. 


[August 27, 1940. Rehearing denied October 15, 1940.] 


FF sctconnginn for authority to transfer certificate whereupon 
protestant moved that application be dismissed on ground 
that certificate was nonassignable; application denied. 


APPEARANCES: John P. Beck, 
Denver, for the applicant; Raymond 
B. Danks, Denver, for the Colorado 
Transfer and Warehousemen’s Asso- 
ciation; C. H. Sexsmith, Denver, for 
Bekins Moving and Storage Com- 
pany; A. J. Fregeau, Denver, for 
Weicker Transportation Company 
and Weicker Transfer and Storage 
Company. 


By the Commission: By the in- 
stant application, authority is sought 
to transfer Certificate No. 672. 

Protestants moved that the applica- 
tion be dismissed for the reason that 
there was a condition contained in the 
order granting this authority that the 
same is “nonassignable,” and, in sup- 
port of this motion, called the Com- 
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mission’s attention to § 6 of Chap. 
134, Laws of 1927, as amended. 

Counsel for the applicants opposed 
this motion, and called attention to § 5 
of the above chapter, and contended 
that the Commission had no right to 
put such a limitation in the certificate, 
and that it was void from the begin- 
ning. 

The Commission took the above 
motion under advisement, and direct- 
ed the applicants to proceed with their 
testimony. 

S. L. Rodgers, the transferor, tes- 
tified that there were no outstanding 
unpaid obligations as a result of pre- 
vious operations under this authority, 
except current road taxes, which he 
proposes to pay before the transfer is 
effected; that he had been operating 
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under this authority at all times since 
it was granted, but of late years, on 
account of his age, had been obliged 
to depend on employees to do most of 
the work, and that he now had entered 
into a contract with the transferee 
company to sell.this authority for the 
sum of $1,000. 

L. S. Rinkle testified that the Colo- 
rado Trucking Company, Inc., was in- 
corporated under the laws of the state 
of Colorado, by W. L. Douglas, W. 
L. Wolverton, and L. S. Rinkle, and 
that W. L. Douglas was president of 
the company, L. S. Rinkle, secretary- 
treasurer, and W. L. Wolverton, vice 
president, all of the directors being 
residents of the city and county of 
Denver; that this company has ar- 
ranged for the leasing of one GMC 
straight body truck with which to start 
operations, should the transfer be au- 
thorized, and that they were in a posi- 
tion to get other equipment, should the 
same be needed. 

It also appeared that W. L. Wolver- 
ton, one of the directors of this com- 
pany, owns fifteen trucks of his own, 
and should the business of this new 
company justify the same, these trucks 
could be made available. 

The financial statement attached to 
the application discloses that the capi- 
tal stock of the Colorado Trucking 
Company, Inc., is 5,000 shares, par 
value $1 per share, and that, at the 
present time, they have property val- 
ued at $2,000; no liabilities. 

Counsel for the applicant was given 
fifteen days within which time to file 
a memorandum brief, or argument, 
after which time protestants were giv- 
en ten days to file an answer thereto, 
and counsel for applicant given an ad- 
ditional five days for his reply. 
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The two sections of Chap. 134, Ses- 
sion Laws of 1927, as amended, men- 
tioned by counsel at the opening of 
this hearing and in briefs filed, are as 
follows: 

“Section 5. The Commission shall 
have power, under such rules of pro- 
cedure governing the application there- 
for as it may prescribe, to issue a cer- 
tificate of public convenience and ne- 
cessity to a motor vehicle carrier or to 
issue it for the partial exercise only 
of the privilege sought; and may at- 
tach to the exercise of the rights grant- 
ed by said certificate such terms and 
conditions as, in its judgment, the pub- 
lic convenience and necessity may re- 
quire.” 

“Section 6. Any certificate of pub- 
lic convenience and necessity, or rights 
obtained under any such certificate 
held, owned, or obtained by any mo- 
tor vehicle carrier, may be sold, as- 
signed, leased, encumbered, or trans- 
ferred as other property, only upon au- 
thorization by the Commission.” 

[1] Counsel have filed interesting 
briefs and arguments. However, it is 
deemed unnecessary to comment on 
the several questions raised, but it will 
suffice to mention two subjects therein 
considered which appear to solve the 
question here involved. First, has the 
Commission the authority to place 
such nonassignable clause or condition 
in a certificate? Second, if so, does 
the record in this transfer proceeding 
before the Commission support action 
by the Commission to set aside or elim- 
inate the nonassignable clause and au- 
thorize the transfer thereof? 

On December 30, 1932, when the 
Commission issued Certificate No. 
672, the nonassignable condition was 
attached thereto, presumably for rea- 
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sons which the Commission then 
deemed sufficient for the insertion of 
such clause. In the absence of a show- 
ing to the contrary, the present Com- 
mission approves the good judgment 
of the Commission which issued the 
decision dated December 30, 1932, and 
assumes that the nonassignable con- 
dition, as well as other conditions at- 
tached to the order, were placed there- 
in in furtherance of the public wel- 
fare, and that the same are reasonable 
and proper. 

We are not apprised of any Colo- 
rado supreme court decision passing 
upon § 5 of the Act of 1927, as amend- 
ed, and above set forth, and have con- 
cluded that the Commission had au- 
thority to make such condition a part 
of said certificate. 

[2] The next question to be con- 
sidered is whether or not there is a 
sufficient showing to cause the Com- 
mission to now issue an order elimi- 
nating this condition or restriction. A 
careful check of the testimony given 
at the hearing discloses that there was 
no testimony to indicate conditions 
any different from those existing on 
December 30, 1932, when this certifi- 
cate was issued, and no showing that 
it would be in the public interest at 


RE RODGERS 








the present time to have this nonas- 
signable restriction removed from the 
certificate. It seems to be elementary 
that for good cause shown this Com- 
mission has power to alter or change 
a certificate, including the elimination 
of a restriction, such as the one here 
involved, but, in the absence of a 
showing that the public convenience 
and necessity require the removal of 
such nonassignable clause, there is 
nothing for the Commission to do but 
hold that it should remain as a part 
of this certificate. 

After careful consideration of the 
record, and the testimony given at the 
hearing, and the briefs and arguments 
filed by counsel on behalf of the appli- 
cant and on behalf of the intervener, 
the Commission is of the opinion, and 
finds, that the instant application to 
transfer Certificate No. 672 should be 
denied. 


ORDER 


It is therefore ordered, that the in- 
stant application to transfer Certificate 
No. 672 should be, and the same here- 
by is, denied. 

It is further ordered, that this order 
shall become effective twenty days 
from the date hereof. 





MICHIGAN PUBLIC SERVICE COMMISSION 


Re Michigan Bell Telephone Company 


[T-252-40.21.] 


Service, § 299 — Indemnity for damaged equipment — Telephones. 
A telephone company was authorized to amend its regulations to provide 
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that when service is requested to be furnished at locations where the equip- 
ment may be subject to loss or damage through theft, vandalism, or other 
reasons involving the responsibility of the customer, the customer may be 


required to make a suitable deposit to cover the responsibility. 


[June 21, 1940.] 


| gorge tor authority to amend telephone company's regula- 
tion with respect to deposits; granted. 


By the Commission: Petition in 
the above matter was filed May 9, 
1940. 

The General Regulations of the pe- 
titioner now provide that in the case 
of damage, loss, or destruction of the 
petitioner’s instrumentalities, while 
in possession of a customer or user, 
and not due either to ordinary wear 
and tear, or to fire, storm, or like 
casualty, the customer shall be respon- 
sible for the value of the equipment 
destroyed or the cost of restoring the 
equipment to its original condition, 
as the case may be. 

Petitioner avers, however, that it 
has been its experience that instru- 
ments at certain locations, for ex- 
ample: coin-box telephones on used 
car lots, or construction jobs, etc., are 
particularly subject to damage or loss 
through theft or vandalism, and al- 
though the General Regulations pro- 
vides that the customer shall be re- 
sponsible in such cases, many times 


¥ 


the individuals or firms involved are 
not financially responsible and collec- 
tion for loss or damage cannot be 
made. 

It appears, therefore, that the peti- 
tioner desires to amend its General 
Regulations to provide that when 
service is requested to be furnished at 
locations where the equipment may be 
subject to loss or damage through 
theft, vandalism, or other reasons in- 
volving the responsibility on the part 
of the customer, the applicant or cus- 
tomer where warranted by his credit 
rating may be required to make suit- 
able deposit to cover the responsibility. 

The Commission has carefully con- 
sidered the petitioner’s prayer and is 
of the opinion that granting the peti- 
tion would be of benefit in the admin- 
istration of the petitioner’s business 
and in the public interest, and should 
be granted subject to the condition 
that the proposed surety deposit be 
limited to the value of the equipment 
furnished. 
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ROCHA v. CONSOLIDATED EDISON CO., INC. 


NEW YORK SUPREME COURT, SPECIAL TERM, 
NEW YORK COUNTY 


Joseph Rocha 


Vv 


Consolidated Bde Company of New 
York, Incorporated 


(— Misc —, 22 NY Supp(2d) 157.) 


Evidence, § 15 — Presumption — Obstruction to meter. 
1. The existence in a gas meter of an appliance which interferes with the 
registration of gas consumed is presumptive evidence that the person to 
whom the gas was being furnished is responsible for the existing condi- 
tion, under Penal Law, § 1431-a, and this statutory presumption is ap- 
plicable to civil actions or proceedings, p. 383. 

Service, § 137 — Denial for meter tampering. 
2. The statutory obligation of a gas utility to supply service ceases and 
terminates upon establishment of the fact that a gas customer is responsible 
for meter tampering and that he has used unmetered gas of substantial 
amount and value, p. 383. 

Payment, § 24 — Unmetered gas — Obstruction to meter. 
3. A gas company may prove by facts based upon experience in the gas 
business the approximate amount of gas consumption during a period that 
a meter was not registering because of the fault of the customer and may 
show its value, although the result is approximate and based upon just and 
reasonable inference, p. 384. 

Payment, § 33 — Service denial — Unmetered gas use. 
4. A gas utility may refuse to restore service to a customer whose meter 
has been tampered with upon refusal of the customer to pay for unme- 
tered gas, p. 384. 


[August 28, 1940.] 


| gmnernaapen by gas customer to compel restoration of gas 
service denied because of obstruction to meter; judgment 
for gas utility. 


> 


APPEARANCES: Joseph Jeromer, of York city, of counsel), for respond- 
New York city (Charles Eno, of New _ ent. 
York city, of counsel), for petitioner ; 
Beardsley & Taylor, of New York BERNSTEIN, J.: 
city (Harry P. Rodman, of New [1, 2] The existence of an appli- 
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ance in a gas meter which interferes 
with the registration of gas consumed 
is presumptive evidence that the per- 
son to whom the gas was being fur- 
nished is responsible for the existing 
condition. Penal Law, § 1431-a. 
This statutory presumption is applica- 
ble to civil actions or proceedings. 
Eff-Ess v. New York Edison Co. 
(1932) 237 App Div 315, PUR1933B 
256, 261 NY Supp 126. But even 
without the assistance of the statutory 
presumption, the evidence adduced up- 
on the trial of this proceeding permits 
of but one logical inference, namely, 
that the petitioner, who had exclusive 
control of the premises in which the 
meter was located, is chargeable with 
the interference found to exist. That 
evidence not only established the tam- 
pering, but the use by the petitioner 
of unmetered gas of substantial 
amount and value. Under such cir- 
cumstances, the statutory obligation to 
supply service, which the Transporta- 
tion Corporations Law, § 12, imposes 
on the respondent, ceased and termi- 
nated. Hoberg v. New York Edison 
Co. 144 Misc 726, PUR1932C 38, 
258 NY Supp 701. 

[3, 4] The obstruction of the me- 
ter destroyed the only accurate means 
of determining the exact amount of 
the petitioner’s gas consumption. 
Based on the respondent’s experience 
in the gas business, proof was offered 
and received to show the approximate 
amount of such consumption during 
the period that the meter was not reg- 
istering, and its value. That proof is 
sufficient in a case like this. The prin- 


ciple applicable is well stated in these 
words: “Where the tort itself is of 
such a nature as to preclude the ascer- 
tainment of the amount of damages 
with certainty, it would be a perver- 
sion of fundamental principles of jus- 
tice to deny all relief to the injured 
person, and thereby relieve the wrong- 
doer from making any amend for his 
acts. In such case, while the damages 
may not be determined by mere specu- 
lation or guess, it will be enough if the 
evidence show the extent of the dam- 
ages as a matter of just and reason- 
able inference, although the result be 
only approximate. The wrongdoer is 
not entitled to complain that they can- 
not be measured with the exactness J 
and precision that would be possible if § 
the case, which he alone is responsi- § 
ble for making, were otherwise.” 
Story Parchment Co. v. Paterson 
Parchment Paper Co. (1931) 282 US 
555, 563, 75 L ed 544, 51 S Ct 248, 
250. 

This court finds from that proof 
that the amount due the respondent for 
the unmetered gas so consumed by the 
petitioner is $79.05, and that the pe- Ff 
titioner has refused to pay it. 4 
failure warranted the respondent in [J 
refusing to restore the service, and en- Ff 
titles it to a dismissal of the petition. 
Cracknell v. Long Island Lighting Co. 
(1936) 246 App Div 842, 13 PUR 
(NS) 439, 285 NY Supp 13, af- 
firmed (1936) 272 NY 586, 4 NE 
(2d) 815. 

Findings of fact and conclusions of | 
law have been passed upon and signed. § 
Settle order accordingly. 
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Machine Reproduces Power 
Systems In Miniature 


_ exact small scale replica of any proposed 
or existing power system can be produced 
at Westinghouse’s East Pittsburgh Works ona 
special “Network Calculator.” This device, 
resembling somewhat a telephone switchboard, 
has 300 wire circuits which can be varied, ad- 
justed, and interconnected to simulate an ac- 
tual electrical system. Impedances, voltages, 
currents, and phase angles of the actual or 
proposed electrical set-up are reproduced in 
miniature. 

The machine has its own sources of power, 
neatly packed away in cabinet drawers, that 
can be arranged to correspond to power 
sources on any system. Their power values 
though are only about one ten-thousandth of 
of those that would be used on the real layout. 

As a tool, the network calculator has saved 
innumerable hours of engineering time; has 
given quick answers to problems that other- 
wise would have been almost impossible to ac- 
curately solve by calculations. Although it is 
possible by laborious calculation, to solve some 
of the problems encountered in designing new 
power lines, other questions, such as those 
concerning regulation and stability, are almost 
impossible to answer without using this con- 
venient device. 

Many power companies have used the net- 
work calculator in circuit analyses ; many have 
obtained similar equipment for their own use, 
among them companies in New York City, 
Chicago, Chattanooga, and even one in Sao 
Paulo, Brazil. 


Dissolved Oxygen Recorder 
Controls Boiler Corrosion 


OSSIBLY the most sensitive industrial instru- 

ment to be put in use by operators of large 
steam plants is the Cambridge Dissolved Oxy- 
gen Recorder. The sensitivity of this instru- 
ment is such that dissolved oxygen in feed 
water can be measured to one part in 400,000,- 
000 


Operating engineers concerned with main- 
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tenance expenditures and “down” time of the 
steam system recognize the fact that the 
amount of dissolved oxygen in the feed water 
is an important source of corrosion. Until this 
instrument was developed, the only means of 
determining dissolved oxygen was a chemical 
method, requiring considerable time and pro- 
ducing only “spot” determinations. The Cam- 
bridge instrument, however, is completely 
automatic and provides a continuous indica- | 
tion and record of dissolved oxygen entering 
the boiler. d 

The recorder is a development of the Cam- 
bridge Instrument Company, Inc., New York 
City. This firm of precision instrument makers 
are pioneers in the gas analysis field. 


Copperweld Construction 
Nearing Completion 


rk. S. E. Bramer, president of Copperweld 
M Steel Company, producers of ‘“Copper- 
weld,” copper-covered steel wire and rod, and 
“Aristoloy” alloy steels, recently announced 
that construction is well under way on one 
additional 25-ton and one additional 10-ton 

























top charging electric furnace at the company’s }— 
Warren, Ohio, alloy steel plant. Upon com- 
pletion of these two new furnaces in Janu- é 


ary, 1941, the company will have in operation 
three 25-ton furnaces and one 10-ton furnace 
for the production of all grades of alloy steels. 

Mr. Bramer also stated that the company 
had recently added two additional heat treat- 
ing furnaces, bringing the total heat treating 
capacity up to 1,200 tons per month, and two 
additional annealing furnaces bringing anneal- 
ing capacity up to 3,000 tons per month. 


Eye Protection from Glare 
And Injurious Light 


bY demance and men employed on certain fur- § 
nace and foundry operations should have 
eye protection that not only safeguards their 9 
eyes from the glare of visible light, but also 
from dangerous infra-red and_ ultra-violet 
rays radiated by the flame and the molten 
metal, according to H. R. Moulton, assistant 
research director of the American Optical 
Company, Southbridge, Mass. 

For example, he states, an instant’s exposure 
to an arc welding operation at close range may 
result in a “flash” and cause several days’ lay- 
off with extremely sore eyes. Repeated ex- 
posure may cause permanent damage to the § 
eyes. 

It has been adequately demonstrated, ac- 
cording to the scientist, that the invisible ultra- 
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violet and infra-red rays do not aid vision but 
actually are a dead load which does no good. 
And, under certain conditions as explained 
above, these rays may do real harm. Eyesight 
specialists know that ignorance of the dangers 
of these invisible rays may lead to disastrous 
results, a point not fully recognized by some 
industrial managers. 

Fully aware of these eye hazards, scientists 
labored for years to develop a glass which 
effectively reduced glare and absorbed the in- 
visible rays. After long research, scientists 
finally developed absorptive glasses which rep- 
resent a notable contribution to industrial eye 
safety. 

It should be pointed out that the protection 
provided against the invisible rays depends on 
the chemical content of the glass, not its color. 
A goggle lens may be dark — and still let 
through the invisible rays. 

Among the absorptive glasses developed in 
the laboratories of the American Optical Com- 
pany is one that is chemically compounded to 
stop 98 per cent or more of the invisible rays. 
Every melt of this glass is carefully tested 
for its absorptive properties and its conform- 
ance with the U. S. Bureau of Standards rec- 
ommendations and with all state requirements 
for welding glass. This noviweld glass effec- 
tively prevents the annoying feeling of hot 
sand in the eyes, keeps the eyes cool and 
comfortable. and at the same time gives a clear 
view of the working field. 

Another absorptive glass of scientific inter- 
est is one which not only effectively screens 
out ultra-violet and infra-red, reduces glare, 
provides adequate visibility, but at the same 
time resists the impact of flying particles. The 
latter quality of this hardened calobar glass 
is due to a special toughening process. 

Used in goggles, welding helmets and hand 
shields, absorptive lenses protect the eyes in 
carbon arc welding and cutting, electric fur- 
nace operations, metallic electric arc welding, 
acetylene cutting and welding, fire box obser- 
vations, light brazing, spot, flash, and seam 
welding, and other eye-hazardous industrial 
operation. 


New 100 Watt Fluorescent Lamp 
Developed By Westinghouse 


A NEW 100-watt Mazda fluorescent lamp, the 
largest yet made and possessing over twice 
the power of any Mazda F lamp heretofore 
manufactured for commercial and industrial 
purposes, has just been announced by the 
Westinghouse Lamp Division, Bloomfield, 
New Jersey. 
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DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











Five feet long and 2% inches in diameter, it 
will be available in the 3500° white color, which 
has proved most popular and adaptable to the 
greatest number of uses. The 100-watt lamp 
adds a seventh size to the line of fluorescent 
lamps now manufactured. 

The lamp is intended for use in stores, offi- 
ces, industrial plants, and elsewhere. Allowing 
higher mounting heights, it will reduce the 
size and number of fixtures necessary to sup- 
ply a given amount of light. The new lamp 
has a rated initial output of 4,400 lumens and 
a rated life of 2,000 hours. 

Additional information may be obtained 
from the Commercial Engineering Depart- 
ment, Westinghouse Lamp Division, Bloom- 
field, N. J. 


Hand Appliances Extinguish 
Most Fires 


AND fire appliances provide the greatest 
H saving of property and life of all fire 
protection equipment, H. W. Lange, assistant 
engineer of the Underwriters’ Laboratories, 
Inc., told the National Safety Congress in Chi- 
cago recently. 

Fifteen per cent of fires upon which alarms 
have been given to the Fire Department are 
extinguished before the arrival of Fire De- 
partment equipment, according to Mr. Lange. 
Sixty per cent of the fires which the Fire De- 
partment is called upon to control are extin- 
guished with hand fire appliances. Fifty to 
ninety per cent of all the fires occurring in in- 
dustry are extinguished with hand fire appli- 
ances without the necessity for calling in the 
Fire Department. 

Mr. Lange cited the experience of one large 
industry employing hand fire extinguisher 
protection, where over 3,000 fires occurred 
during the course of a year, and all but two or 
three of them were extinguished with hand 
fire extinguishers. The fires which did not re- 
quire hose streams involved little or no inter- 
ruption of business or the losses attributed 
thereto. The fire and water damages involved. 
in such fires naturally were kept at a minimum 
and the consequent losses of life and property 
were practically eliminated. 













Allis - Chalmers Announces 
Smaller Size Weld-O-Tron 


LLIS-CHALMERS Mfg. Company, Milwau- 
kee, Wisconsin, originator of the 5 to 75 
ampere Weld-O-Tron low current electronic 
arc welder for light gauge metals, has now 
added a junior size to its line for a range of 
5 to 40 amperes. It is especially designed for 
plants already equipped with motor generator 
welders that handle currents as low as 35 to 
40 amperes. ; : 
Like the larger Weld-O-Tron unit, this 
smaller size supplies currents as low as 5 am- 
peres and uses electrodes as small as 1/32” 
and, 3/64” in diameter. It is especially suited 
to welding gauge sizes from No. 32 to No. 18 
which heretofore could not be welded satisfac- 
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Super- Piping 
Systems 
Prefabricated by Grinnell 


Power Piping no longer need be a 
limiting factor in developing super- 
pressure steam or process systems. 
Through Grinnell’s engineering and pre- 
fabricating service, the ever-increasing 
pressures are now efficiently “harnessed” 
in custom-made piping systems for the 
most complex layout. 

When engineers “give the plans to 
Grinnell,” all mechanical and metallur- 
gical requirements of the system are 
expertly interpreted in terms of alloy 


REFABRICATION BY 


Public Utilities Fortnightly 


piping and precise dimensions. Skilled 
pre-fabrication results in quickly-assem- 
bled sub-assemblies which readily pass 
insurance requirements and “on time” 
delivery schedules. Costly field fabrica- 
tion will be cut to a minimum. 

Write for detailed manual on Pre- 
fabricated Piping. Grinnell Company, 
Inc., Executive Offices, Providence, R. I. 
Branch offices in principal cities. 


GRINNELL 


wHenever PIPING is invoiveno 
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torily, and is capable of handling material as 
thick as No. 14 gauge. 

The Allis-Chalmers Junior size Weld-O- 
Tron electronic arc welder consists essentially 
of athree-tube polyphase mercury vapor recti- 
fier circuit—thus eliminating all rotating parts. 
It makes use of the company’s Actron type of 
rectifier tubes which have proven so successful 
in the larger size Weld-O-Tron unit. It com- 
bines all the advantages of AC and DC arc 
welding. 

More detailed information may be obtained 
by writing Allis-Chalmers or by visiting the 
New York Power Show. 


¥ 


Equipment Literature 
Electrifugal Pump 


LLIS-CHALMERS Mfg. Company, Milwau- 

kee, Wisconsin, has issued Bulletin B- 
6140 on the company’s new all-in-one “Elec- 
trifugal” pumps for 1 to 10 hp. inclusive for 
heads up to 160 feet. It profusely illustrates 
and describes the unit construction, incorpo- 
rating either special splash-proof motors, to- 
tally enclosed, fan cooled motors, or explo- 
sion-proof, fan cooled motors as may be re- 
quired, 


1941 Dodge Diesel Catalog 


o meet the growing demand among truck 
7 for information pertaining to 
the latest developments in Diesel power for 
truck transportation, a catalog of 1941 Dodge- 
Diesel heavy duty, job-rated trucks has just 
been issued. An interesting feature is a section 
devoted to factual information on the opera- 
tion of Dodge-Diesels in many lines of busi- 
ness, under many different types of hauling 
conditions throughout the country. 

Full details of the Dodge-Diesel engine as 
well as a simplified explanation of the “full 
diesel” pence 28 used are presented and 
graphically illustrated. Chassis features and 
Dual-Purpose Diesels are described, specifica- 
tions and available extra equipment listed. 

Dodge-Diesel manufacturing, engineering 
and research facilities and experience are also 
fully explained. The catalog, done in two col- 
ors, is available from Dodge dealers or from 
the advertising department, Dodge Division, 
Chrysler Corporation. 


Pressure-Creosoted Poles 


OMPARATIVE costs and life of treated and 
untreated poles, a discussion of their 
specification and use and tables showing char- 
acteristics and sizes of various species of pole 
timber are among the subjects covered in a 
20-page booklet entitled, “Pressure-Creosoted 
Poles” (Form G-15), just published by The 
Wood Preserving Corporation, Pittsburgh, 
Pa., a Koppers Company subsidiary. 
A graph and cost examples compare the 
annual cost of treated and partially treated 
poles. There also are recommended standard 


specifications for pressure-creosoted southern 
pine poles as well as for the creosote used jn 
their treatment. 

Other information, such as methods of 
measuring the sweep and crook in poles, 
weights of southern yellow pine poles after 
creosote treatment, minimum carload weights, 
dimensions of various species of poles and 
breaking loads are included in the booklet. 


Radio Noise Elimination Bulletin 


N entirely new 8-page bulletin, “Radio In- 
terference Elimination for Public Utili- 
ties,” just issued by Sprague Products Com- 
pany, North Adams, Mass., makers of Sprague 
capacitors, chokes, filters and Koolohm Resis- 
tors, includes a complete description of the 





INTERFERENCE 
ELIMINATION 





SPRAGUE PRODUCTS CO. 
North Adoms, Moss. 





causes and cures of radio interference on 
transmission and distribution lines as devel- 
oped by Sprague engineers in more than three 
years of field and laboratory work. A copy 
will be sent free upon request to the Sprague 
Company. 

Differing from the Sprague Interference 
Elimination Manual, which covers noise elimi- 
nation on electrical equipment connected to 
power lines, this bulletin has been prepared 
solely for the public utility engineer who is 
interested in making his own power lines free 
from radio interference faults, with resulting 
complaints from consumers. Equally impor- 
tant with the efforts of power companies to 
satisfy radio listeners in this respect is the fact 
that certain of these faults are such that large 
increases in interference level from line equip- 
ment may be early indications of trouble which 
harbors incipient failure of equipment. 


Capacitor Rack 


NEW 24-page illustrated booklet No. 49- 
200 describing the type FP capacitor rack 
and switching equipment for both indoor and 
outdoor service as a method for raising power 
factor or increasing feeder capacities has been 
announced by the Westinghouse Electric & 
Manufacturing Company, East Pittsburgh, 
Pa, These capacitor equipments are available 
in sizes from one to 1,260 kva., one, two, or 
three phase for operation on 230, 460, to 13,800 
volts a.c. ; 
The booklet contains selection and applica- 
tion data, and construction and operating fea- 
tures. 
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Row Radiators 
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Controller Catalog 


HE American Schaeffer & Budenberg In- 

strument Division of Manning, Maxwell 
& Moore, Inc., Bridgeport, Connecticut, an- 
nounce a new Controller Catalog which is in 
fact a catalog and text book on Controllers 
covering 84 pages of vital control information. 
Some of the text chapters cover such interest- 
ing control problems as: Why Control; Self- 
Operated Control; Air-Operated Control; 
Method of Operation; Glossary of Control 
Terms, etc. 

This detailed book covers the complete line 
of American Self-Operated Controllers, com- 
bined, temperature controllers with indicators, 
pressure controllers, wide-range indicating 
controllers, wide-range non-indicating con- 
trollers, and controlographs. 

In addition, this new catalog covers a com- 
plete line of diaphragm motor valves, gives 
diaphragm motor valve capacity charts, and 
contains such a wealth of other information 
which makes it the last word in a control text 
book. 

The manufacturer of these American In- 
struments offers to send a complete controller 
catalog, as illustrated, free of charge to those 
interested in controls who will write them 
direct requesting copy. 


Portable Substation 


(a Electric Company, Schenectady, 
N. Y., has published Bulletin GEA-3413, 
which gives data on several types of factory- 
built portable substations. These units are de- 
signed for emergency use, for stand-by serv- 
ice, to continue service during inspection or 
repair work, to supply power for construction 
jobs, and in general to add flexibility to the 
operation of the electric system. Illustrations 
show typical units and applications. 


Network Transformers 


NEW four-page illustrated folder F-8566, 

describing network transformers for use 
on power distribution systems in municipal 
areas, or in industrial locations, has been an- 
nounced by the W estinghouse Electric & 
Manufacturing Company, East Pittsburgh, Pa 
Contained in the booklet are pictures and a 
simple description of the component parts that 
go into the completed transformer. 


H-H Inhalator 


Nes issued by Mine Safety Appliances Com- 
pany, Pittsburgh, Pa., is a new six-page 
bulletin ‘describing its famous H-H Inhalator. 
The Inhalator is compact, portable, simple to 
operate, and is stated to be the world’s most 
widely-used instrument in the resuscitation of 
victims of respiratory failure. 

Treatment with this instrument is safe, 
gentle and thorough, the manufacturer 
stresses. The lungs of the patient are supplied 
with the correct mixture of oxygen and car- 
bon dioxide for recovery, without possibility 
of harm to the delicate respiratory system. 

Features of the M. S. A. H-H Inhalator 


include a durable and efficient manifold solidly 
mounted to the case; two cylinders of 93 - 
cent oxygen—7 percent carbon dioxide; 
facepiece valve assembly with positive mike. 
way check valves, preventing rebreathing of 
exhaled air; and transparent facepiece provid- 
ing an always-clear view of patient’s mouth. 
The whole Inhalator unit is contained in a 
compact, shallow carrying case. 

Complete details on this improved H-H In- 
halator may be secured by writing Mine 
Safety Appliances Company, Pittsburgh, Pa. 


Miraiumes 


NEW “Miralume” catalog of fluorescent 

fixtures has been announced by the Hy- 
grade Sylvania Corporation, Salem, Mass. A 
number of new and attractive units listed in 
the new catalog cover a wide range of appli- 
cations. Complete catalog data are given on 
each unit and each is illustrated. 


¥ 


New Appointments 
Allis-Chalmers 


N. Miers has been appointed eastern 
R , district engineer of Allis-Chalmers Mfg. 
Company’s Steam Turbine Division. For the 
past six years, Mr. Miers has been traveling 
out of Milwaukee on steam turbine sales and 
general engineering matters. His new head- 
quarters will be at the company’s Boston office. 


General Electric 


REDERICK H. Babcock, who entered, the em- 
ploy of General Electric in 1911 and since 
1927 has been assistant to Vice President C. W. 
Appleton, has been appointed manager of the 
Central Station department of the New York 
District of G-E, it was announced recently. 
Mr. Babcock joined General Electric as a 
student engineer in “the test.” In June, 1912, 
he was assigned to the Central Station engi- 
neering department and in 1916 was made a 
commercial engineer of the Central Station 
department. In 1927 he was made assistant to 
Mr. Appleton, a position he held until his pres- 
ent promotion. 
The position of sales manager of the New 
York District will continue to be filled by Wil- 
liam E. Brown. 


Illuminating Engineering Society 


F. Dickerson, manager of the General 
A. Electric Lighting Division at Schenec- 
tady, has been named chairman of the Street 
and Highway Lighting Committee of the 
Illuminating Engineering Society. He has 
served that organization as a director and as 
a member of various committees. 

The main purpose of the LE.S. committee, 
which is composed of leading lighting engi- 
neers from all parts of the United States, is 
to establish the scientific principles underlying 
street and highway lighting, and to promote 
the application of such principles to practice. 
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Robertshaw can always be 


depended upon to provide improvements 


which enable utilities and equipment 
‘dealers to prove to the consumer that the 
jest cooking service is Robertshaw cook- 
bing service. 

“Are your salesmen armed with this effi- 

4 tient sales manual? It’s boosting earn- Ml 


| 
Jings for thousands of salesmen every IMU 
ivorking day. Write for a copy—tree. 
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RAR AS I 


WATER 3 


minimize operating costs... 


improve operating results 


The interchangeability of Trident Meter 
construction makes possible an extremely 
low inventery for replacement parts . . . you 
need carry no obsolete parts for old models 
. - - new parts fit all models. Depreciation 
and obsolescence can virtually be written off 
the books . . . because improved interchange- 
able parts make even 40-year-old Trident 
Meters as good as new ... or better! 


Trident simplicity and extreme accuracy, 
beside insuring maximum water revenue, 
also mean better testing repaired meters. 


NEPTUNE METER COMPANY - 50 West 50th Street, NEW YORK CITY 


Branch Offices in CHICAG ENVEF ALLAS, KAN 
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hich Way Do You Buy? 


HERE are TWO ways to buy electric 
iquipment. You can buy piece by piece 
ultitude of parts that make up a switch- 
installation, a substation, or other units 
ur system. Or, you can purchase com- 


factory-built, ready-to-install units. 
is the ‘“‘package”’ method. Its chief ad- 
ges are that you receive fully co- 
ated equipment; you save greatly on 
and installation time; and over-all 
are materially lower. 


ral Electric has led in the development 
ackage’’ type equipments. Our engineers 
onstantly working with yours to produce 
fatus which will best meet your require- 
8 for today and tomorrow. Among the 
anding achievements are: unit substa- 
that require much less space than con- 


ventional substations; cubicle and metal-clad 
switchgear that is smaller, lighter, and easier 
to install; improved secondary network 
units that require less space and greatly reduce 
installation expense; and many others. 


It is General Electric’s business as a leader 
in this going and growing industry to keep 
ahead and help to establish desirable trends 
in engineering, design, and production. The 
progress made in supplying ‘‘package’’ type 
equipment is evidence of the benefits which 
you receive from such leadership. 


By your purchases of General Electric equip- 
ment, you have encouraged this progress and 
made it possible. This is a sure way to further 
progress—for the industry—and for your 
company. 
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RlE HI-PRESSURE 


contact INDOOR SWITCHES 


Years of successful experience with Hi- 
Pressure contacts on outdoor equipment 
has proven their advantage and effective- 
ness. Their application to the Type 
“HPS” Indoor disconnecting switch 
shown above has resulted in much higher 
efficiencies along with easier operation. 
Concentrated contact area under high 
pressure assures a clean metal to metal 
contact at all times. 


All switch parts are non-ferrous, brushed 
and lacquered for appearance. Note that 
all switches have double blade construc 
tion for strength and rigidity. 
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ENGINEERING CO. 
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A complete man- 
ual of central 
station practice 


Editor-in-Chief 
CLARENCE H. 
SANDERSON 
Electrical Engineer, 
The New York Edison 
Co.; Fellow, American 
Institute of Electrical 
Engineers. 


Assisted by a Staff of 
Electrical Engineering 
Experts 


Asst. 


1131 pages, 5 x 8 
flexible 
illustrated 
$5.00 


Here is a complete 
guide to the design, 
operation and main- 
tenance of electric 
systems, covering 
every phase of the 
subject from the gen- 
eration of electricity 
to its distribution. 


Thorough; Practical 


The book answers 
the demand for a 
practical handbook 
which will tell the 
story of the electric 
system as a whole— 
beginning with the 
fundamentals of elec- 
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SYSTEM 
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Section Headings 


Energy and 
Its Transmission 


. Auxiliary Electrical 


Equipment. 


. Switchboards 


Motors 


. Generating Stations 
. The Transmission Sys- 


tem 


. Alternating Current 


Substations 

Railway Substations 
Direct Current Substa- 
tions for Light and 
Power 


. Distribution 
. Protection of Electrical 


Apparatus, Circuits and 
Systems 


. Inspection and Main- 


- Electrical 


tenance 
Engineering 
Tables 


. Standard Definitions of 


Electrical Words and 
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tricity and generation and carrying on throug 
transformation, transmission, power lines, d 
sign, construction, operation, repair, inspectid 


substations, etc. 


language of the everyday workman. 


he text is written in t 


High 


mathematics is entirely omitted and all tec 
nical expressions are fully explained. 








Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTL 


MUNSEY BLDG., WASHINGTON, D. C. 
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CHEVROLET 


WORLDS LEADING TRUCK BUILDERS 


3 %& vii ie 











Invite You To Inspect 


AMERICAS NEWEST, MOST MODERN 
MOST POWERFUL LOW-PRICED TRUCKS 


INSPECT THESE NEW 1941 FEATURES 


* TWO NEW VALVE-IN-HEAD ENGINES : ; ; STANDARD: 174 FOOT 
POUNDS OF TORQUE—90 HORSEPOWER : : . “LOAD-MASTER”: 192 
FOOT POUNDS OF TORQUE—93 HORSEPOWER* * MASSIVE NEW 
TRUCK STYLING * NEW LONGER WHEELBASE x NEW RECIRCULATING 
BALL-BEARING STEERING GEAR * NEW, MORE COMFORTABLE DRIVER’S 
COMPARTMENT * AND MANY MORE QUALITY FEATURES 
*Optional on Heavy Duty models—at extra cost. 
60 MODELS—ON NINE LONGER WHEELBASES 
A COMPLETE LINE FOR ALL LINES OF BUSINESS 





OUT-PULL-:-- OUT-VALUE::: OUT-SELL 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 
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E TECHNICAL REPORT" 
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University of Michigan 

3 
73 pages, 6 x 9, $2.50 oe 
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suggestions that you can put into use 
mediately to improve the caliber 
technical reports you prep 
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of progress : ‘ 
the three prim functions of the. introduction 
@ the important first focus of attention 
° special problems in introductions to reports 
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i oval we begin al the bollom 


Me IT’S BECAUSE “thoroughness” is 
LVI so vital in the building of a fine type- 
writer. At any rate, we of Royal believe 
ciathat—in the development of men or ma- 
)chines—the place to begin is the bottom. 
We believe, further, that when a man 
has started at the bottom, opportunity for 
Hadvancement is the greatest single spur to effi- 
Bciency and individual initiative. 








That is why, when one of our young 
‘shop employees is ready to tackle a harder 
job—and a better-paying one—we send 





Hhim to school here in our plant. The speed 

how} "ith which he advances . . . the job he 
Jmasters . . . is limited only by his own in- 
jitative and ability. 

And this policy of “growth from within” 
has contributed directly to the quality of 
the machine that bears our name. 

For the manufacture of a Royal type- 
jwriter requires the touch of fine craftsman- 
iship every step of the way. 2,257 parts 
Jmust be tooled to microscopic exactness 
and brought into perfect synchronization! 

We believe that our policy of encourag- 
ing such craftsmanship—from the bottom 
up—is one of the most important reasons 
why Royal is the leading typewriter in the 
world today. 


ROVAL 


lolli No 


YPEWRITER 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 














Ane we ROPER || pu. R. QUESTION 


ECONOMICAL LINE CLEARING 


SHEETS 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical financial 
and operating problems, as pre- 
sented in the decisions of State and 
: ’ Federal Commissions and Courts 
clearing your lines at the best in their investigations of public 


prices. You will save time as well utility companies. 


as money having this work done by Ten questions and answers every 
two weeks—annual subscription 
$10.00. 


Economical trimming consists in 


our tree experts. 


ASPLUNDH TREE EXPERT COMPANY 
Home Ofice JENKINTOWN, PA. = Ogontz 3750 Send your order to— 


Chicago, Ul. Alexandria, Va. Rutherford, N. J. 
Randolph 7773 Alexandria 3581 Rutherford 2- 7434 


PiBinghamton 4-3314 "Shepherd 6115" New Castle 2285" PUBLIC UTILITIES 


Adams 't32 Plaza 1600) Atlante 9106. REPORTS, INC. 


L I N E GC L E A R I N G 1038 Munsey Bldg., Washington, D. C. 
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The careful investor judges a 
security by the history of its 
performance, 


KERITE 


in three-quarters of a century of continuous 
production, has established a record of per- 
formance that is unequalled in the history 
of insulated wires and cables. 


 Kerite is a seasoned security. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





APA: seas NN epee 





HOOSIER ENGINEERING COMPAN 


CHICAGO 46 SO. STH ST., COLUMBUS, OHIO NEW YOR 


Canadian Hoosier Engineering Company, Ltd. 
ontreal 


ERECTORS OF TRANSMISSION LINERS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Great Dependability Proved 


es its owner. That word is “Quality” 

. Dodge Quality. The extra thou- 
Ss of miles they stay on the job 

the direct result of QUALITY 
jineering, QUALITY materials and 
VALITY workmanship in trucks that 

the job. Start saving now with low- 

ced, high-quality Dodge Job-Rated 

! See your Dodge dealer. 


DIVISION, CHRYSLER CORP., DETROIT, MICHIGAN 


EPEND ON DODGE 
bS-A2tec TRUCKS 


“Every one of the 42 Dodge 
trucks we have in operation is 
giving outstanding economical 
service ... this is true not 
only of the trucks we pur- 
chased from you during the 
last year, but every Dodge 
truck we have placed in serv- 
ice since 1935 ... the 114-ton 
units placed in operation over 
5 years ago are still on the 
job and operating with an 
efficiency that compares favor- 
ably with the later model 
Dodge trucks.” 


/ 


Commissioner, City of Toledo, Ohio 


A TRUCK THAT FITS YOUR JOB 
SAVES YOU MONEY / 


Trucks too small for your Dodge builds 112 standard 
job or too large for your chassis and body models—one 
job are costly. to fit your job. 


powered or overpowered has the right one of 6 different 


Trucks that are under- Each Dodge Job-Rated truck 
are wasteful. » truck engines. 


Trucks with the right sized 
units throughout last 
longer on your job... 


Each Dodge truck has the 
right one of many clutches, 
transmissions, rear axles, etc. 


What you pay for trucks 
is important ... but what 
you get for what you pay 
is even more important. 





Dodge Job-Rated Trucks are 
PRICED WITH THE LOWEST 
for Every Capacity 





\Y2-2-3-TON CAPACITIES...112 STANDARD CHASSIS AND BODY MODELS ON 18 WHEELBASES ~Sod- Rated MEANS A TRUCK TWAT FITS YOUR JOB 
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How to solve the problems of 


ELECTRIC DISTRIBUTION | 









This handy manual presents essential data, factors, 
tables and diagrams for practical application by all 
who are concerned with the planning, design, con- 
struction, operation, maintenance, inspection and 
supervision of the electric distribution system. 


ELECTRIC DISTRIBUTION 
FUNDAMENTALS 


By Frank Sanford 


Distribution Engineer, Cincinnati Gas & Electric Co. 


242 pages, 156 illustrations 
15 tables, 1 chart, $2.50 


Covering the ABC of electric distribution—of both the 
utility distribution, and the industrial and inside wiring 
branches of service to the outlet—this book explains the 
everyday problems involved in distributing electrical 
energy anywhere between the major substations and the 
customers’ meters, 


COVERS ALL STEPS 


From a nonengineering viewpoint it discusses how the 
distribution system works; how it is planned, designed 
and constructed; how service and operating routine is 
handled; elementary principles of methods and equip- 
ment; basic factors of the electric circuit; methods of 
generation; selection, application and design of trans- 
formers; design of carrying lines; problems of main- 
taining current flow; mechanical principles and strength 
of materials; how distribution fits in economically with 
the electric supply sys- 
tem as a whole; etc. 


Step by step explana- 
tions cover voltage drop, 
wire size calculations, 
transformer connections, 
power factor improve- 
ment, inductive reac- 
tance, and similar prob- 
lems. 


EASILY 
UNDERSTOOD 


Practical design prob- 





lems are included with AN” 
solutions based on dia- wane 
grams — of — 

cult mathematics. Nu- 

merous illustrations, di- ee 
agrams and tables will et Ge Oe a 
be found helpful for a ee cee eae 
quick and complete un- aie meee 
derstanding of the funda- pee eG 


mentals. 

























TREATS: 


—design and construction 
—operation and service 

—methods and equipment 
—mechanics and materials 


THESE CROWDED 
CHAPTERS BRING YOU 
PRACTICAL, HELPFUL 

DATA 


Perspective of the Electric peor 

Distribution to Serve the Load 

The Distribution Division 

Generation of Electricity 

Fundamentals of the Electric 

Circuit 

Inductance and Related Charac-im 

teristics 

Tools for Electrical Problems 

Transformers 

Transformer Connections 

Voltage Control 

@ Current Interrupting 
Equipment 

® Voltage Protection — 
Lightning—Grounding 

® Street Lighting Circuits 

© Mechanical Principles 
in Distribution 

@ Economic Principles in 
Distribution 

® Measures of Service 

















Send check, money-order or cash 
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ESCENT 


IMPER VEX 


MOISTURE RESISTANT---RUBBER INSULATED 
BUILDING WIRE 


It is made especially for use in damp locations in pluce of 
lead encased cable and is approved by Nat'l Elec. Code 
and Und. Lab. for such use. 


Due to its smaller overall diameter and easier working 
characteristics, more wires of the same size or the same 
number of wires of larger capacity may be used in new 
wiring or rewiring existing conduits. 


For more than seven years, IMPERVEX underground 
cables have been giving completely trouble-free service 
wherever installed, including the principal utility systems. 


Send for Bulletin on CRESCENT IMPERVEX 


CONTROL CABLE SERVICE ENTRANCE 
DROP CABLE CABLE 
LEAD COVERED CABLE SIGNAL CABLE 
MAGNET WIRE VARNISHED CAMBRIC 
PARKWAY CABLE CABLE 
RUBBER POWER CABLE WEATHERPROOF WIRE 


All types of Building Wire and all kinds of Special Cables to meet A.S.T.M., A.R.A., 
1.P.C.E.A., N.E.M.A., and all Railroad, Government and Utility Companies’ Specifications. 
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Dictograph Intercommunicating Equipment being used by Customer Contact Clerk in securing credit veri- 
fication from History records. Loud Speaking Equipment allows both hands of History Clerk free for 
handling necessary records while relaying information. 


IMPROVE YOUR 
CUSTOMER CONTACTS 


How rapidly can your Contact Clerks take 
care of service applications . . . bill ques- 
tions . . . complaints? 

How satisfactorily to your customer? ... Do 
your transactions pass the "peak load test"? 


Unless your Company has a perfect score on these questions you will 
want to know more about the Dictograph Customer Contact System. 


Specially designed Dictograph Intercommunicating Equipment for Con- 
tact Clerks provides instant entree to Credit, Meter Records, Service 
and Unit book information. Green and red signals bring back Credit 
approval or rejection,—swiftly ... silently! Loud speaking Dicto- 
graphs for Credit and Service Clerks permit use of both hands for 
record references, enabling personnel to check records speedily and 
accurately during peak periods. 


Existing record facilities can be linked up to centralized Customer Con- 
tact Clerks by means of Dictograph. Applications, Duplicate Bills, 
Comparative Readings, High Bill Complaints, Discounts, etc., can 
be efficiently and speedily handled. 

May we have our Special Utility Representative call to discuss your 

problem with you .... no obligation. 


DICTOGRAPH SALES CORPORATION 
580 Fifth Avenue, New York 


* 
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YOU SAVE ALL THREE with 
KINNEAR ROLLING DOORS 


Kinnear Rolling Doors save valuable 
floor and wall space by coiling out of 
the way above the opening 


They save time, by opening quickly, 
smoothly and easily all year long— 
snow, ice or swollen ground can't get 
in their way. They save money, too. 


Their rugged, durable, all-steel con- 
struction and interlocking-slat design 
mean longer lasting, carefree service. 


When opened, they stay put—out of 
the way, out of reach of damage by 
wind or vehicles. They will not sag, 
warp, split or pull apart. They give 
extra protection against fire, are 
weatherproof, and present an all steel 
barrier against intruders and -rioters. 


Moreover, every Kinnear Rolling Door 
is especially built to fit the individual 
requirements. This reduces installation, 
operating and maintenance costs. 


Kinnear Doors are built for any open- 
ing, in new or old buildings, with motor 
or manual control. 

For all around door economy, you can 
depend on Kinnear’s nationwide organ- 
ization of specialists in door problems. 
Write for latest Kinnear catalog today! 


THE KINNEAR MFG. CO. 
2060-80 FIELDS AVENUE 
COLUMBUS, OHIO 
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Help to Protect Your 
Home from Tuberculosis 
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e ° 44 e 44 
liminate © Time-Outs 


On Your 
ITCHING JOBS 


with 


CLEVELANDS” 


O Anywhere - Anytime 
d DIG at Least Cost 


backed by sound engineering and solid quality all the way through. 
esults—more dependable performance, longer life — fewer “time- 


levelands” speed up practically every operation incidental to me- 
anical ditching. Yet they are simple in construction, easy to operate, 


sy to transport. 
et us show you, without obligation, how “Clevelands” eliminate 
paste motion and cut ditching costs. 


E CLEVELAND TRENCHER COMPANY 


“Pioneer of the Small Trencher” 


100 St. Clair Ave. ‘ : . i Cleveland, Ohio 


ther Big Time Saving ‘‘Cleveland” feature— 
ck speed transportation on special Trailer. ‘‘Cleve- 
ts” load or unload in 10 to 15 minutes. 


| eke ays ||| 
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A 60-cell Exide-Chloride 
control battery in the 
services of a well-known 
Kansas _ utility company. 





Xide 


ENGINEERS TURN CONFIDENTLY 
TO EXIDE-CHLORIDES 


HE widespread use of Exide-Chloride Batter 
in public utility and private industrial plants ¢ 
be explained in one word — confidence. 


For the men who design, as well as those w 
operate modern power stations, have long sit 
learned that the Exide-Chloride is absolutely tr 
worthy. 


They are keenly aware of the fact that the constr 
tion of this battery is unlike that of ordinary batte 
. . . that its remarkable Manchester positive plates 
introduced nearly fifty years ago — have contribu@ 
much to its long life and ease of maintenance. A 
result, they turn confidently to Exide-Chloride wh 
ever a dependable source of power is needed for cont 
bus, emergency lighting, or other exacting service. F 


Don’t overlook this time-tried battery whene 
you have need for reliable storage battery power. 
letter or post card will bring you complete details. 


THE ELECTRIC STORAGE BATTERY COMPANY 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada. Limited. Toronto 
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EVEN STEEL 
ad CONCRETE 


cannot guard your 
IMPORTANT RECORDS 
BYRON 


WESTON CQ 
ILINIEN RECORD 
1Q 4h 


The Standard Paper for 
Permanent Records 


Profit by the experience of professional record keepers 
— the men who guard the priceless public records of 
our cities, counties, states and the nation — preserve all 
your valuable and imporiant records on Byron Weston 
Co. Linen Record. Available through your printer, sta- 


tioner or any Weston paper distributor. 








FOR PAPER BUYERS: The latest news and information about paper, briefly 
digested in Weston’s Papers, a publication for paper buyers. Get your copy 
regularly. Write, 


BYRON WESTON COMPANY, DALTON, MASS., Dept. C. 
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A new book for metermen 








TELLING HOW TO 


measure alternating-current 


energy with the induction 


watt-hour meter 





Make the information on 
metering in this practical 
new book bring you real 
profit... 


You know your job. But the 
more you know about it, the 
more you know about the tools 
you work with, the more you 
know about attacking and 
solving properly special prob- 
lems in your line—the more 
valuable you are as a man and 
as an employee. 


THESE TEN PRAC. 
TICAL CHAPTERS 
WILL HELP YOU 


® Early History of the Watt- 
hour Meter Art. 


@ Elemental Theory of Torque 
Production. 


® Essential Elements of the 
Watt-hour Meter. 


@ Application of the Essential 
Elements in Modern Meters. 


@ Watt-hour Constants; Gear 
and Register Ratios. 


® Vector Analysis of the In- 
duction Watt-hour Meter. 


© Compensation of Errors. 
® Polyphase Metering. 


® Analytical Checking of Meter- 
ing Schemes. 


® Metering Special Circuits. 


This informative book answers for metermen the follow- 
ing questions: 


1. What makes the disk in a meter go around? 

2. How can this revolving disk be made to measure 
energy P 

3. What metering scheme should one use to measure 
the energy in a particular circuit? 

4. How may one be sure that all the energy in such a 
circuit is metered by the particular scheme chosen? 


The presentation is based throughout on the author’s 
long experience in teaching metering principles to groups 
and special classes of metermen. 


THE MEASUREMENT OF 
ALTERNATING-CURRENT 
ENERGY 


BY DONALD T. CANFIELD 


Associate Professor of Electrical Engineering, 
Purdue University 


210 pages 514 x 8, 74 illustrations $2.00 


HE book begins with an outline of the development 

of the principles of metering. It then provides a 
answer to the question: What are the ways and means 
together with their modifications, of producing a torque 
on a rotatable member by electromagnetic means? 


After showing the possibilities of producing rotation i 
a disk by electromagnetic means, it explains why suc 
motion must have a purpose. Then follows a discussio 
of the remaining essentials of an energy meter and the 
application of these essentials in modern meters. 


Meter constants and methods of compensation are covg 
ered in considerable detail. Also a method is developed 
and applied for checking the correctness of a proposed 
metering scheme to ascertain whether or not the pro 
posed meter will or will not record all the energy pass 
ing through the metering point. 





Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTLY 


MUNSEY BLDG., WASHINGTON, D. C, 
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Management Plus 


OT always have the problems of management been so ramified and complex as 
they are today. Competition from within and without the Utilities Industry is 
keener and more aggressive. Wider regulation, a multiplicity of statements and 

reports, increased taxes, and the necessity for curtailing operating costs, all demand 


management plus! 


Through almost fifty years of service to industry, Egry has devoted its energies and 
abilities to the development of business systems designed to eliminate waste, to prevent 
losses caused by mistakes, carelessness, forgetfulness, temptation; to safeguard em- 


ployees, customers and management; to save time, labor and money. 


These systems cover every business requirement from a simple receiving system to 


the most comprehensive multiple copy form. Egry Systems accommodate handwritten, 





typewritten, or automatically typed records. 


Many Utilities are using Egry Systems to their profitable advantage. The facts will be 
sent for the asking. We suggest, however, that our sales agent be given an opportunity 
to demonstrate Egry Systems in your own office at your convenience. No obligation, of 
course. Address home office, Dept. F-1219. 


THE EGRY REGISTER CO. DAYTON, OHIO 


Sales Agencies in All Principal Cities 
The Egry Register Co., (Canada) Ltd. King & Dufferin Sts., Toronto, Ontario, Canada 
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PROFESSIONAL DIRECTORY 


ports, investigations, design and construction. « « ‘ « 


* This Directory is reserved for engineers, accountants, rate experts and others equipped |) 


« 





THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS « VALUATIONS « REPORTS 


PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
CHICAGO - MILWAUKEE + NEW YORK + WASHINGTON ~ And Other Principal Cities 


ASST BS ia PTE SERRA t 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








onsen DOL, Bacon « Davis, anc. xsr cram 


CONSTRUCTION ° APPRAISALS 
Engineers 


OPERATING COSTS INTANGIBLES 
VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEW YORK CLEVELAND 





to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 9 














J. H. MANNING & COMPANY 


120 Broadway ENGINEERS Field Building 


New York Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 















Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 
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PROFESSIONAL DIRECTORY (continued) 





STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS + APPRAISALS 
CONSULTING ENGINEERING 


BOSTON ¢ NEW YORK « CHICAGO e PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 








BARKER & WHEELER, Engineers 

Il Park Place, New York City. 

36 State St., Albany, N. Y. 

Designs and Construction—Operating Betterments— 
Appraisals, Rates—Office Systems 
Twenty Years Special Experience in Development of 
Original Costs, Restoration of Capital Accounts, Installa- 
tion of Perpetual Property-Record Systems, and Special 
— of Municipal and Other Non-Centralized Proper- 
ies. 


Francis S. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


RE “ere RED IN INDIANA, NEW YORK, OHI@. 
ENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 


814 Electric Building Indianapolis, led. 


JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND CO. 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 








ROBERT E. FOLEY 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 











J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 








Mention the FortNIGHTLY—It identifies your inquiry 





58 Public Utilities Fortnightly 


December 19, 19 





INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 





Aluminum Company of America 
American Appraisal Company, The .. 
Asplundh Tree Expert Company 





B 


*Babcock & Wilcox Co., The .................. svescectecntomtie — 
Barber Gas Burner Company, The 
Barker & Wheeler, Engineers ............ ane 
Black & Veatch, Consulting Engineers ... 

Burroughs Adding Machine Co. ................... 








Cc 


*Carpenter Manufacturing Company 
Carter, Earl L., Consulting Engineer .... 
Cheney, E. J. and Co., Engineers .............. 


Chevrolet Motor Division of General Motors 
Sales Corp. 


Cities Service Petroleum Products .. 
Cleveland Trencher Company, The ........ Sa 
*Combustion Engineering Company, Ine. 
Coxhead, Ralph C., Corporation ................. 
Crescent Insulated Wire & Cable Co., Ine........... 


















D 
Davey Tree Expert Company .........000...........0...000c00 
Day & Zimmermann, Inc., Engineers .... 
Dicke Tool Company, Inc. 











Dictograph Sales Corporation ................00...00....... 48 

NI i casos cece cnaeocecs tv cxecteeiese cose peerenscnade 23 

Dodge Division of Chrysler Corp. .......................... 45 
E 







Egry Register Company, The 
Electric Storage Battery Company, The ... 
Electrical Testing Laboratories 
Elliott Company 5 
Elliott Addressing Machine Co., The sbccniceiers: 





KF 
Foley, Robert E., Erecting Engineer 
Ford, Bacon & Davis, Inc., Engineers 
PPPGPE TROCOP COMING anssiecsicncncsesn cc ccsescccnscconscecsnsences _ 
Forest City Foundries Company ............................ 21 








G 





General Electric Company .... 
Grinnell Company, Ince. 





H 
Haberly, Francis S., Engineer .................................. 57 
Hoosier Engineering Company ................................. 4a 
I 


25 


International Harvester Company, Inc. 





Professional Directory 





*Fortnightly advertisers not in this issue. 


J 





Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Johns-Manville Corporation 





K 


Kerite Insulated Wire & Cable Co., Inc., The... 
Kinnear Manufacturing Company, The ............ 


M 


Manning, J. H. & Company ............000...ccscecscossssseseecs 
Martens & Stormoen 
Mereo Nordstrom Valve Company ............. 








N 


Neptune Meter Company 


Newport News Shipbuilding & Dry ‘Dock Ce om- 
MOOUIE ios esecssccocsotesuccosusscivesejsuinscesstess bessnanebest ur amanactesautbaestocs 








P 
Pennsylvania Transformer Company .................. 3 
Pittsburgh Equitable Meter Company ................ q 
R 
Railway & Industrial Engineering Company ...... 3 
Recording & Statistical Corp. .........0.....:.:.cc0cecee ] 
Remington Rand, Inc. 
Ridge Tool Company, The............ Inside Back Cov 


Riley Stoker Corporation 
Robertshaw Thermostat Company 
Royal Typewriter Company, Inc. 

















Ss 
Sanderson & Porter, Engineers . ‘ 
Sangamo Electric Company 
Sargent & Lundy q 
Silex Company, The .................... Inside Front Cov 


Sloan & Cook, Consulting Engineers 
Sprague Meter Company, The 
Stone & Webster Engineering Corporation .......... 








Vv 


Vulcan Soot Blower Corp. ...............c0..-:ccccsecsesseeeeseees 


w 
Westinghouse Electric & Manufacturing Co. 
Outside Back Cov 
Weston, Byron, Company 
Wopat, J. W., Consulting Engineer 
56 























19 


| | Public 









5 


‘Utilities 


-| FORTNIGHTLY 











Gore 3 

Sassaes ] 

au 3 

net j 

cee 

fo 

= Index to Volume XXVI 

t Cov 

- Including the Issues of July 4, 1940 

eae to December 19, 1940 

cae PUBLIC UTILITIES REPORTS, INC. 
WASHINGTON, D. Cc. 











ii ith be iS a LNAI NEPA he 


































INDEX 


To Vor. XXVI or Public Utilities Fortnightly 


& 


Pages by Issue 


UR A | Sa eee Pages 1to 64 October 10, 1940 ......... Pages 449 to 552 
alr TS NOt Soka caketds “ 65 to 128 October 24, 1940 ......... “553 to 644 
Auoust:1,-1940 . ...ccccses * 129 to 192 November 7, 1940 ........ “ 645 to 708 
Aasust 15 ISAO oce. ssc. “193 to 256 November 21, 1940 ....... “ 709 to 772 

| August 29; 1940) ....2..0..% “257 to 320 December 5, 1940 ........ “ 773 to 836 
September 12, 1940 ....... “321 to 384 December 19, 1940 ....... “ 837 to 900 
September 26, 1940 ....... “ 385 to 448 





Feature Articles 


TITLE AUTHOR PAGE 
The “Fifth Column” in Public Service ..............6- (po Pes HOMGGUE > oo ccihe neces bavewws 3 
Utility Rate Making As a Social Objective ............ Mee EE GOR ce Ss ec ccenwetedes 10 
The California System of Continuous Utility Rate 
PNGUNEW Uecatce ne cated Oks Maes orc ene suc cadena de BoP. MeNaugniow... <0 ceceveis 20 
: Capital Costs in the Public Utility Industry ........... Walter J. Herrman ............ 27 
_ National Defense and Our Transportation Policy ...... Harold D. Koontz ............. 67 
The Creeping Paralysis of State Socialism ............J Millard Milburn Rice .......... 80 
The Effect of Europe’s War on Canada’s Utilities ...... Fergus J. McDiarmid .......... 87 
Why Not a Consumer-government-labor Partnership 
AANED CLEIOEOE Sonu ce cee nase eu cns ce cueenusem ences Francis X. Welelt . ...s0cccecees 131 
SEC Prepares to Make Little Ones Out of Big Ones ... Herbert Corey ..........200000: 141 
SEG. Rantts- State Wurtstiction: 6s066 cece dsioaon cewetnc MAGEE IES COMHE oo sc siceicee ete 149 
Public Ownership and the Central Valley Project ..... James H. Collins .......cccccee 195 
The Investment Value of Inland Waterways ........... Frank M. Patterson ...........- 207 
OCU IGMN INN AERO oe oon soca woos oes a iewewngecee’ ume C. MO socio ecksces es 214 
SEC Respects State FusisdictOn. ....<.c.500cs0ccckcesecs Jevome Ne PHOKR: o 6 cic cise cece 259 
Depreciation—Science or Philosophy? ..............06- Bernard S. Rodey, Jr. ........4 272 
How Much Should a Utility Company Be Allowed to 
AUER Vitae aeottc eer emannaee eran dul eenatad eae ceueN Florey: TE BOG eviews vote cise 281 
Communications if War Comed .. 22%. .c00cesccdesssss< FROCOESE COREG ovis ccaviceucees 323 
Arkansas’ “Good Neighbor Policy” for Rural 
DOCUNIN CAUCE oie'k'al ere CeO a eee wave ca cing ven eee eee FE Wir. BOI Cae cc titkene teen 331 
The Eeleteh Pretehy: EiG-Gbe coc eas. ons 6icawvcnsacncees Phomas £. NOP... cciscencvens 338 
‘Proubles: ofthe. Bite Maw. s66<.i0s csc be sence ecenetcee PEACE COPED 3 50 coc wees etiaass 387 
What’s Ahead for Highways and Transportation? ..... Bar El POU. i cocanceucileveceea 396 
Spectacular Rise and Decline of the Trolley Car ....... James Blaine Walker .......... 406 
Gag—Iny Peaceratid: Wal 55sec cndesnsiccmeeScceeeaseue Floyd W. Parsons ......0000 451 
Codperation with Dealers As an Aid to Appliance Sales J. E. Bullard ..........00.00005 459 


mm 





PUBLIC UTILITIES FORTNIGHTLY 


Feature Articles—Continued 


TITLE AUTHOR 
Streamlining Rural Telephone Service 
Executive Diplomacy and Good Public Relations 
The Forward March of the American Gas Industry 


Airports, the New Monopoly T. N. Sandifer 
Sinking-fund v. Straight-line Depreciation Accounting Lester S. Ready ............... 
Uncle Sam in a Swamp Herbert Corey 
Mobilizing Transportation for Defense T. N. Sandifer 
Selection of Employees for Good Public Relations ...... As reported to James H. Collins 


by Dr. Doncaster G. Humm ... 663 & « 


Private Power and Defense Andrew Barnes 711 
Guinea Pig’s Nest Gerald MENer .ccckdocencosewees 71 
T. N. Sandifer 
Job Security—A Problem in Industrial Relations Alfred M. Cooper 
Utilities: The All-American Dupes for Taxation Riley E. Elgen 
We, Who Are about to Die, Salute You Will M. Maupin 
The 1940 Transportation Act and the Railroad Problem Harold D. Koontz ............. 
Talking over the Power Line Herbert Corey 
Customer Opinion Surveys for Public Utilities ......... Edward G. Benson and 
! Sam H. Northcross 
How Good Is a Revenue Bond? ...............00000005 Fergus J. McDiarmid 





Illustrations 


FRONTISPIECES 
AUTHOR 

High Voltage L. Lozowick 
The Riveters Otto Kuhler 
“Keeper of the Gates” Peter Helck 
Power in Paradise Hawaiian Electric Company .... 
Shadow Magic Martin Lewis 
* “End of Day’s Toil” Maurice Kish 
The Trolley Bus Charles Phelps Cushing 
Gas Tanks L. Lozowick 
A Continent Is Bridged EPGNRIME BOOU 6 6ocu 0:5 vin seston oes 554 BF 
Tron Men A, SERN 58 acal avai Wise ake 646 
Power of Pittsburgh Trinity Court Studio 10 & 
Ships of Leif Ericsson Peter A. Juley & Son 
Lunch Hour Paul Meltsner 


CARTOONS 


“Sam Is Just As Bad As a Kid, Playing with Other People’s Gifts!” 

“Does This Ticket Entitle Me to a Hangover in Philadelphia?” 

“That Sap in 403 Keeps Asking if We Have AC or DC Current. I’ve Told Him Twice 
That Neither One Is Registered Here” 109 

“The New Range Works Just Fine but I Can’t Get a Darn Thing on This Radio” 

“Aunt Sophie Advertised for Someone to Bring Light and Warmth to a Lonely Life and 
the Only Reply She Got Was from the Gas and Electric Company” 171 

“Sure, Lady, Water Is Nature’s Gift; but There’s a Slight Charge for Delivery” 

“We Could Have More Light around Here if So Many of Our Talented Mosquitoes Didn’t 
Pass Their Screen Test” 235 


“Madam, It’s So Quiet You Can Just Sit in Your Kitchen and Hear the Notes Drawing 
Interest” 239 
“Madam Says That a 60-watt Electric Bulb Is More Delicate and Handier Than Old- ‘ 


fashioned Candles” 30 





PUBLIC UTILITIES FORTNIGHTLY INDEX 


Illustrations—Continued 


TITLE 


| “Sorry, the Number Does Not Seem to Answer” 
4 “I Wish That Guy Winchell Would Deliver His Own Scallion Messages” 
“Gimme a Dollar in Quarters, Pal. Gotta Leave th’ Lil’ Girl a Tip for th’ Shwell Long- 
1 §6distance Service” 369 
“Don’t Care if They Are Half-brothers; They Can’t Both Ride on One Ticket” 
i “Da Boss, He Say Dere Ain’t Any Finisha to Dissa Tuff Cable; We Pulla Becuzza a 
1 Somebody Hesa Cutta Da End Off” 429 
| The Effect of Gasoline Drouth on Danish Transit 
| “You Say You Were Trying to Find a Gas Pipe Leak with a Match? I Presume You 
Succeeded ?” 5 
“Just Tell Her That Pete Voder Is Calling; and if a Man Answers, Hang Up” 
“Meadows, Call the Conscription Bureau and Ask if the Training Camp Hae AC or DC 
| Current” 59 
7 | A Symbol of the Housewife; but, of Course, That Was before Utility Appliances 
| “Says He’s Got a New Idea for Taking Care of the Public Debt—a Federal Bag-holding 
|) Administration” 689 
| “Bah! You and Your Short Cuts!” 
5 “Couldn’t You Even Save the Pennies Out of the Light Fuse Plugs?” 
i “Like to See the ‘Blues’ Match That for a Strategic Retreat, Eh, Major?” 
: “Oh, Don’t Mind Me—I’m Only Going to Look up an Address” 
{ ‘The Night Foreman Doesn’t Want Any Coffee—Says It Keeps Him Awake” 
) “Heating Water Hadn’t Ought to Cost So Much When the Hull Fambly Uses the Same 
| Water, Should It? 
| 





Departments 
| Utilities Almanack 1, 65, 129, 193, 257, 321, 385, 449, 553, 645, 709 
: 773, 837. 


31, 96,159, 223, 289, 350, 414, 520, 583, 672, 738, 
35, 100, 162, 227, 292, 354, 418, 523, 587, 676, 
742, 805, 869. 
42, 106, 168, 233, 298, 362, 424, 529, 593, 682, 
748, 811, 875. 
51, 114, 177, 241, 305, 371, 433, 538, 602, 692, 
i 757, 822, 884 
Latest Utility Rulings, The 58, 121, 185, 249 313, 378, 440, 546, 610, 701, 
Public Utilities Reports 63, 127, 191, 255, 319, 383, 447, 551, 643, 707, 
‘ 771, 835, 899. 





Appendix 


|Utility Addresses before the American Bar Association 








Index to Public Utilities Reports 


(This section of the magazine, which comprises the decisions, orders, 
and recommendations of courts and commissions, is too voluminous 
to be included in this index. These reports are published annually 
in their entirety, in five bound volumes, together with the Annual 
Digest; copies may be obtained from the publishers, Pustic Uttiities 
Reports, Inc., Munsey Building, Washington, D. C., upon application.) 


v 








PUBLIC UTILITIES FORTNIGHTLY 


Subject Index 


ACCOUNTING, 
Depreciation requirements and accounting 
technique, 112 


AIR CARRIERS, 


Air-mail rates, 726. 
Mobilizing for national defense, 657. 


AIRPORTS, 
New monopoly, 564. 


AMERICAN BAR ASSOCIATION, 
— on questions of public interest, 
616. 


AMERICAN GAS AND ELECTRIC 
COMPANY, 


Corporate relationships, 805. 


ARKANSAS, 
Good neighbor policy for rural electrifica- 
tion, 331. 
AVIATION, 
Airports, the new monopoly, 564. 


BALTIMORE, 
Transit company banks on trolley, 425. 


BOMBARDMENT, 
As utility problem, 814. 


BONDS, 
See Security Issues. 


‘BROOKINGS INSTITUTION, 


Second volume on government economic 
regulation, 108. 


CALIFORNIA, 
Central Valley Project takes shape, 430. 
Public ownership and the Central Valley 
Project, 195. ° 
System of continuous utility rate inquiry, 
20. 


CAMP FIRE GIRLS, 
Check up on utilities, 816. 


CANADA, 
Effect of Europe’s war on Canada’s utilities, 
87 


Repercussions from St. Lawrence power- 
seaway divorce, 682. 


CAPITAL, 
Cost in public utility industry, 27. 
Needed for industrial expansion, 106. 


CARRIER CIRCUITS, 
Talking over the power line, 839. 


CENTRAL VALLEY PROJECT, 
Public ownership and the Central Valley 


Project, 195. 
Takes shape in California, 430. 


CHARTS, 

Amount of return allowed by courts and 
commissions in cases reported in Public 
Utilities Reports, 283 

Average daily production of electric energy 
by public utility plants, 679 

Commodity index of labor bureau recovers 
from year’s low, 39. 

Disposal of operating revenues of gas in- 
dustry, 525, 526. 

Distribution of 50 cities according to kind 
of gas used, 537. 

— production in the United States, 


Public utility financing and construction, 
589 


Retail prices of gas, 532, 533. 

Utility and industrial stocks, electric power 
production, net income of utilities, and 
utility financing, 361. 

Variation in over-all capital costs as func- 
tion of proportions of funded debt to total 
capital, 29. 

What your dollar buys, 531. 


CITIES SERVICE POWER & LIGHT 
COMPANY, 
Holding company system, 292. 


CIVIL AERONAUTICS BOARD, 
Air-mail rates, 726. 


COLUMBIA GAS & ELECTRIC COR- 
PORATION, 
Debenture refunding program, 227. 


COLUMBIA POWER ADMINISTRA- 
TION, 


Projects to the fore, 749. 


COMMISSIONS, 
— by retiring Nebraska commissioner, 
8 


Gas testing—a little known commission 
function, 534. 

Loss of independence, 168. 

Powers of state, 627. 

Rate making as social objective, 10. 


Regulation under Transportation Act, 789. 


SEC and state jurisdiction, 149, 259. 


CONSUMERS, 
Consumer-government-labor partnership with 
utilities, 131. 


COOPERATIVES, 
Arkansas’ good neighbor policy for rural 
electrification, 331 
Talking over the power line, 839. 
Views of REA chief, 875. 


SNE ROS LT LEL. 


SET 
te 






























4 


a ee ee ee ae | 


Th 


Th 


ie] 
mmf as 


eat aa| 


FI] 








ley 


es, 


on, 


ver 
ind 


nc- 
tal 


89. 


ith 


ral 


SBMA RT 


PSOE TRIO 


tha abate i tated 





CORPORATIONS, 


Public, as regulatory device, 754. 
Self-liquidation of holding company reor- 
ganization, 819 


CUSTOMERS, 


Customer opinion surveys, 847. 


DECENTRALIZATION, 


Premature old-age disease of cities, 878. 


DEMOCRACY, 


In action, 598. 
Inseparability of democracy and private en- 
terprise, 233. 


DEPRECIATION, 


Annual depreciation or loss in service value 
of unit of property having 25-year service 
life and $100 service value 4 per cent in- 
terest basis, 576. 

Depreciation on sinking-fund and straight- 
line basis, 580. 

New requirements, 112. 

Ratios of depreciation and maintenance to 
revenues for principal utility operating 
companies, by systems, 1939, 

Science or philosophy, 272. 

Sinking-fund v. straight-line, 570. 


ELECTIONS, 


Of commissioners in Nebraska, 783. 


ELECTRICITY, 


Central Valley Project, 431. 

Cheap gas as match for hydro, 529. 
Creeping paralysis of state socialism, 80. 
— shoals threaten power business, 


Future for municipal power plant, 748. 

Good neighbor policy for rural electrifica- 
tion, 331. 

Hetch Hetchy tie-up, 338. 

Non-Federal Nebraska irrigation and power 
experiment, 717 

Private power and defense, 711. 

Public ownership and the Central Valley 
Project, 195. 

St. Lawrence and Columbia projects to the 
fore, 749. 

Single volume critique of recent public pow- 
er projects, 170. 

Talking over the power line, 839. 

Views of REA chief, 875. 


EUROPE, 


Effect of war on Canada’s utilities, 87. 
Utilities under fire, 811. 


FEDERAL COMMUNICATIONS COM- 
MISSION 


Blocking of television, 455, 
Help pledged for television, 300. 


FIFTH COLUMN, 


In public service, 3. 


PUBLIC UTILITIES FORTNIGHTLY INDEX 
FINANCES, 


Capital costs in public utility industry, 27. 
— still needed for industrial expansion, 


Columbia Gas & Electric refunding pro- 
gram, 227. 
Financial shoals threaten power business, 


Gas ‘industry, 523. 

Interim earnings per share, 810. 

Public utility bond issues selling over call 
prices, 678. 

Traction industry, 418. 

Utility, and research, 882. 


GAS, 


Cheap, as match for hydro, 529. 

Coéperation with dealers as aid to appliance 
sales, 459, 

Disposal of operating revenues of industry, 
525, 526. 

Distribution of 50 cities according to kind 
of, 537. 

Finances of, 523. 

Forfeiture of natural gas leases for in- 
activity, 530 

In peace and war, 451. 

National defense and the gas industry, 687. 

Retail prices of, 532, 533. 

Testing, a little known commission func- 
tion, 534 


HAWAII, 


Regulation in, 214. 


HIGHWAYS AND STREETS, 


Utility concept of highway costs questioned, 
428. 


HOLDING COMPANIES, 


American Gas and Electric Company, 805. 

Bar Association address on § 11 of Holding 
Company Act, 616. 

Chairman Frank’s integration views, 35. 

Cities Service Power & Light system, 292. 

Critique of integration, 880. 

Informal talk with Chairman of SEC on 
pressing questions of integration and di- 
versification, 141. 

Middle West as test case for integration, 
162. 

SEC and state jurisdiction, 149, 259. 

Self-liquidation of holding company reor- 
ganization, 819. 

Standard Gas and Electric integration plan, 


United Gas Improvement system, 354. 
= Light and Power Company system, 
20. 


INDUSTRY, 


Bar to employment of married women, 302. 
Capital needed for industrial expansion, 106. 
Second Brookings Institution volume on 

government economic regulation, 108. 
Survey of tax burden of, 368 


























































































INLAND WATERWAYS, 
Investment value of, 207. 


INTEGRATION, 


Bar Association address on, 616. 

Chairman Frank’s integration views, 35. 

Critique of, 880. 

Informal talk with Chairman of SEC on 
pressing questions of, 141. 

Middle West as test case for, 162. 

United Gas Improvement system, 354. 

United Light and Power Company system, 
420. 


INTERCORPORATE RELATIONS, 
See Holding Companies. 


INTERSTATE COMMERCE, 
Troubles of the bus man, 387. 


INVESTMENTS, 


Public utility bond issues selling over call 
prices, 

Utility, under expanding public control, 298. 

Value of revenue bonds, 855 

X-ray of public utility ‘securities, 600. 


IRRIGATION, 


Non-Federal Nebraska irrigation and pow- 
er experiment, 717. 


LABOR, 


Avoiding skilled labor shortage, 753. 

Conscription Bill as affecting utilities, 362. 

Consumer-government-labor partnership with 
utilities, 131 

Handbook on Wage-Hour Law administra- 
tion, 173. 

Job security a problem in industrial rela- 
tions, 732. 

Selection of employees for good public rela- 
tions, 663 


LEASES, 
Forfeiture of natural gas, for inactivity, 530. 


MAINTENANCE, 


Ratios of depreciation and maintenance to 
revnues for principal utility operating 
companies, by systems, 1939, 3 


MAPS, 


American Gas and Electric Company sys- 
tem, 807. 

Central Valley Project, 431. 

Cities Service Power & Light Company sys- 
tem, 293. 

Columbia Gas & Electric Corporation, 228, 
229. 


Location and proportion of potential water 
power in United States, 364 

Middle West system, 162. 

United Light and Power Company system, 
420. 

Utility industry’s own grid, 808. 


PUBLIC UTILITIES FORTNIGHTLY 


MARRIED WOMEN, 
Industrial bar to employment of, 302. 


MERCHANDISING, 


Codperation with dealers as aid to appliance 
sales, 459 


MILK, 
Distribution as public. utility, 172. 


MONOPOLY AND COMPETITION, 


Airports, the new monopoly, 564. 

Arkansas’ good neighbor policy for rural 
electrification, 331. 

Regulation under the 1940 Transportation 
Act, 789 


MOTOR CARRIERS, 


Bar Association address on regulation, 632. 

Rise and decline of trolley car, 406. 

Transit industry takes “Gallup poll” of cus- 
tomers, 593. 

Troubles of the bus man, 387. 

— concept of highways costs questioned, 


What’s ahead for highways and transporta- 
tion, 396. 


MUNICIPALITIES, 
Decentralization, 878. 


MUNICIPAL PLANTS, 


Average daily production of electric energy 
by, 679. 

Future for, 748. 

Hetch Hetchy tie-up, 338. 

Value of revenue bonds, 855. 


NATIONAL DEFENSE, 


Communications if war comes, 323. 
Conscription Bill as affecting utilities, 362. 
Fifth Column in public service, 3. 

Gas industry and national defense, 687. 
Mobilizing transportation for, 657. 
Moving American defense forces, 366. 
Private power and defense, 711. 
Transportation policy in relation to, 67. 
Water resources, 363. 


NEBRASKA, 


Commission activities, 783. 
Non-Federal Nebraska irrigation and pow- 
er experiment, 717. 


NEW YORK, 
Utility men ponder the future, 596. 


POLITICS, 


Democracy in action, 598. 

In election of Nebraska commissioners, 783. 
Party platforms and the utilities, 235. 
—* views on political ‘ ‘robber barons,” 





: 
i 


init ts tie We NNR a IE tae that A A 









POI 


PRC 


PUI 


Om BGAN Ga 


: 


I 





‘tw 


— 


acisinicadinnetitn 


ilar tablabigiia rds 





POLLS, 





Transit industry takes “Gallup poll” of cus- 
tomers, 593 


PROFITS, 


Amount to be allowed, 281. 


PUBLIC CORPORATION, 


As regulatory device, 754. 


PUBLIC OWNERSHIP, 


Average daily production of electric energy 
by public utility plants, 679. 

Central Valley Project, 195. 

Creeping paralysis of state socialism, 80. 

Duration of union half socialist and half 
free, 555. 

Future for municipal power plant, 748. 

Grass roots and the TVA, 237. 

Hetch Hetchy tie-up, 338. 

Inseparability of democracy and private en- 
terprise, 233. 

Non-Federal Nebraska irrigation and pow- 
er experiment, 717. 

St. Lawrence and Columbia projects to the 
fore, 749. 

Santee-Cooper Federal project in South 
Carolina, 647. 

Single volume critique of recent public pow- 
er projects, 170. 

Value of revenue bonds, 855. 


PUBLIC RELATIONS, 


Better public relations, 286. 

Customer opinion surveys, 847. 

Employee selection for, 663. 

Executive diplomacy in, 474. 

— touches suggested for bettering, 


PUBLIC UTILITIES, 


Bar Association addresses on questions of 
public interest, 616. 

California system of continuous utility rate 
inquiry, 20. 

Camp Fire Girls check up on, 816. 

Conscription Bill as affecting, 362. 

Consumer -government-labor partnership 
with, 131. 

Codperation with dealers as aid to appli- 
ance sales, 459, 

Customer opinion surveys, 847. 

Dupes for taxation, 775 

European, under fire, 811. 

Fifth Column in public service, 3. 

Finances and research, 882. 

ee under expanding public control, 
9 


Milk distribution as, 172. 

More regulation as way to improve eff- 
ciency, 42. 

—. York utility men ponder the future, 
96. 

Party platforms and the utilities, 235. 

Public relations, 48, 286, 474, 663. 


PUBLIC UTILITIES FORTNIGHTLY INDEX 


Ix 


PUBLIC UTILITIES—continued 
Rate making as social objective, 10. 
Reform compared to banking control, 817. 
Return to be allowed, 281. 

SEC and state jurisdiction, 149, 259. 
War in — as affecting Canada’s utili- 
ties, 87. 


RADIO, 
Blocking of television, 755. 
Communications if war comes, 323. 
FCC pledges help for television, 300. 


RAILROADS, 
Mobilizing for defense, 657. 
Moving American defense forces, 366. 
National defense and transportation policy, 
7 


67. 

The 1940 Transportation Act and the rail- 
road problem, 789. 

Transit industry takes “Gallup poll” of cus- 
tomers, 593. 

Utility concept of highways costs ques- 
tioned, 428. 


RATES, 
Air-mail rates, 726. 
Customer opinion surveys, 847. ‘ 
Financial shoals threaten power business, 

44, 

Regulation in Hawaii, 214. _ 
Textbook on utility rate making, 174. 
Utility rate making as social objective, 10. 


REGULATION, 

Advice by retiring commissioner, 783. 

California system of continuous utility rate 
inquiry, 20 

Consumer-government-labor partnership with 
utilities, 131. 

In Hawaii, 214. 

More, as way to improve utility efficiency, 
42 


Public corporation as regulatory device, 754. 

Review of, in West Virginia, 367 

SEC and state jurisdiction, 149, 259. 

Second Brookings Institution volume on 
government economic regulation, 108. 

The 1940 Transportation Act and the rail- 
road problem, 789. 

Troubles of the bus man, 387. 

Utility investments under expanding public 
control, 298. 


REORGANIZATION, 
Self-liquidation of holding company reor- 
ganization, 819. 


RETURN, 
Amount to be allowed, 281. 


REVENUE BONDS, 
Inquiry as to value to purchasers, 855. 




























































































REVENUES, 


Disposal of operating revenues of gas in- 
dustry, 525, 526. 


RIVERS, 


See also Water. 
Investment value of inland waterways, 207. 


RURAL ELECTRIFICATION, 


Arkansas’ good neighbor policy, 331. 
Talking over the power line, 839 
Views of REA chief, 875. 


SABOTAGE, 
As utility problem, 814. 


ST LAWRENCE WATERWAY, 


Projects to the fore, 749. 
— from power-seaway divorce, 
682. 


SAN FRANCISCO, 
Hetch Hetchy tie-up, 338. 


SANTEE-COOPER PROJECT, 
Uncle Sam in a swamp, 647. 


SECURITIES AND EXCHANGE COM- 
MISSION, 


See also Holding Companies. 

Informal talk with chairman on questions 
of integration and diversification, 141. 

Limitation on state jurisdiction, 149, 259. 


SECURITY ISSUES, 
oe costs in the public utility industry, 


SEC and state jurisdiction, 149, 259. 

Value of revenue bonds, 855 

X-ray of public utility securities, 600. 
SERVICE, 

Customer opinion surveys, 847. 


SINKING FUND, 
Depreciation accounting, 570. 


SOCIALISM, 


Creeping paralysis of state socialism, 80. 
Duration of union half socialist and half 
free, 555 


SOUTH CAROLINA, 
Santee-Cooper Federal project, 647. 
STANDARD GAS AND ELECTRIC 
COMPANY, 
Integration plan, 37. 


STATES, 


Powers of state commissions, 627. 
Santee-Cooper Federal project in South 
Carolina, 647. 


PUBLIC UTILITIES FORTNIGHTLY 
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STATES—continued 
SEC limits jurisdiction of, 149. 
SEC respects jurisdiction of, 259. 
Troubles of the bus man, 387 


STRAIGHT-LINE, 
Depreciation accounting, 570. 


STREET RAILWAYS, 


Baltimore Transit banks on trolley, 425. 
Rise and decline of trolley car, 4006. 
Traction industry finances, 418, 


TABLES, 


American Gas and Electric Company in- 
come and liquidating value of investments, 
806 


Annual depreciation or loss in service value 
of unit of property having 25-year service 
life and $100 service value 4 per cent in- 
terest basis, 576. 

Comparison of data for railways and rivers, 
1937, 209 

Depreciation on sinking-fund and straight- 
line basis, 580. 

Electric merchandising sales and promotion 
expenses—1938, 14 

Estimated income account of city of San 
Francisco arising from proposed lease of 
electric facilities from Pacific Gas & 
Electric Company, 346. 

Estimated liquidating value of principal 
UGI investments, 355 

Hetch Hetchy power division—income state- 
ment, 

Hetch Hetchy power production, 342. 

Investment in Canadian utilities, 92. 

Lowest charges as of October 1, 1924, 16. 

Over-all capital costs as a function of debt 
ratio in capitalization, 30. 

Power utility bond issues submitted to vot- 
ers in San Francisco, 340 

Public utility bond issues selling over call 
prices, 678. 

Railway equipment installed and retired, 
69 


Ratios of depreciation and maintenance to 
revenues for principal utility operating 
companies, by systems, 1939, 

Taxes paid by nonutility groups, 781. 

Taxes paid by utility groups, 779. 

Track and bus routes of transit lines as of 
December 31, 1939, 410. 

Utility and nonutility taxpayers, 777. 

Utility bonds which earned charges in 1939 
and yield 5-84 per cent, 165. 

Water distribution and municipal railway 
bond issues submitted to voters in San 
Francisco, 347. 


TAXES, 
Survey of tax burden of American industry, 
368 


Utilities as dupes for taxation, 775. 
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TELEGRAPH, 
Communications if war comes, 323. 


TELEPHONES, 
Communications if war comes, 323. 
Streamlining rural telephone service, 466. 
Talking over the power line, 839 


TELEVISION, 


Blocking of, by FCC, 755. 
FCC pledges help for, 300. 


TENNESSEE VALLEY AUTHORITY, 


Duration of union half socialist and half 
free, 555. 

Grass roots and the TVA, 237. 

Power and aluminum supply, 370. 


TESTS, 


Gas_ testing—a little 
function, 534. 


TRANSPORTATION, 


Air-mail rates, 726. 

Baltimore Transit bariks on trolley, 425. 
Mobilizing for defense, 657. 

Moving American defense forces, 366. 
— defense and transportation policy, 


known commission 


Rise and decline of trolley car, 406. 

Transit industry takes “Gallup poll” of cus- 
tomers, 593. 

Troubles of the bus man, 387. 

Utility concept of highways costs ques- 
tioned, 428 

War effect on European transit, 424. 

What’s ahead for highways and transporta- 
tion, 396. 


TRAVEL TOURS, 
“— agency looks into “share-expense”’ of, 


UNIONS, 


Consumer-government-labor partnership 
with utilities, 131. 
Fifth Column in public service, 3. 


UNITED GAS IMPROVEMENT, 
Integration proceedings, 354. 


UNITED LIGHT AND POWER 
COMPANY, 


Integration proceedings, 420. 


UNITED STATES, 
on ne National Defense; Public Owner- 
ship. 
Consumer-government-labor partnership 
with utilities, 131. 
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UNITED STATES—continued 
Creeping paralysis of state socialism, 80. 
Duration of union half socialist and half 
free, 555. 

Handbook on Wage-Hour Law administra- 
tion, 173. 

Hetch Hetchy tie-up, 338. 

St. Lawrence and Columbia projects to the 
fore, 749. 

Santee-Cooper Federal project in South 
Carolina, 647. 

The 1940 Transportation Act and the rail- 
road problem, 789. 


URANIUM, 
Fuel of Utopia, 690. 


WAGES, 
Handbook on Wage-Hour Law administra- 
tion, 173 


WAR, 
See also National Defense. 
Bombardment and sabotage as utility prob- 
lems, 814. 
Communications if war comes, 323. 
Conscription Bill as affecting utilities, 362. 
Effect on European transit, 424. 
European utilities under fire, 811. 
Fifth Column in public service, 3. 
Gas in peace and war, 451. 


WATER, 

Central Valley Project takes shape, 430. 

Cheap gas as match for hydro, 529. 

Hetch Hetchy tie-up, 338. 

Investment value of inland waterways, 207. 

National water resources, 363. 

Public ownership and the Central Valley 
Project, 195. 

Repercussions from St. Lawrence power- 
seaway divorce, 682. 


WATER CARRIERS, 
Bar * en address on regulation of, 
63 


Regulation under 1940 Transportation Act, 


WEST VIRGINIA, 
Review of regulation, 367. 


WOMEN, 


Industrial bar to employment of married, 
302. 


X-RAY, 
Of public utility securities, 600. 
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_ improyements in Westing- 
‘& house return rectperative electric 
furnaces cut operating costs and make 
electric equipment more attractive to in- 
dustrialists, thus helping to build new 
loads for central stations. Similar im- 
,\, proyements are constantly being made 
im,all types of Westinghouse generation 
and distribution equipment, motors and 
control, meters and lighting, apparatus. 
All these Westinghouse. developments or waged by risy. , 
make power production and utilization Shouse appa 
more. éfficient and dependable, resulting 
in greater consumer satisfaction and 
added load for you. 


WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, BAST PITTSBURGH, P: 


Tune in “Musical Americana,” N.B.C. Red Network, Coast-to-Coast, every Thursday evening. 
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